No. 22116 ji 


United States Court of Appeals 


For the Ninth Circuit 


MISTER DONUT OF AMERICA, INC., 
APPELLANT, 


Oe 


MR. DONUT INC., ET AL., 


APPELLEES. 


PLAINTIFF-APPELLANT’S BRIEF 


Of Counsel: 


CuarLes Hisken 


Wotr, GREENFIELD & HirKen 
Davi Wotr 


FE lo E D Leonarnp H. Munrort 


JAN 1 11968 


aah ba sig Inc., Boston, Mass. — Law Printers 
CLER 


wWM, B. LUCK. Ui 


YI ra arco) 
; 


TABLE OF CONTENTS 


Page 

Jurisdictional Statement 1 

Proceedings Below Y 
Statement of Facts 

Introduetion 4 


Plaintiff Has Used Mister Donut Sinee 1955 And 
By The Time Of Trial Was Operating Or Fran- 
ehising About 200 Shops From Massaechnsetts 
fo California, 4 

By The Tine Of Trial Plaintiff Was Not Only 
Actively Operating And Building Mister Donut 
Shops In Californta, But Also Had Experienced 
Actnal Confusion And Loss Of Business Be- 
eause Of Defendants’ Activities In Orange 
County. 

Long Prior To Defendants’ Use Of Mr. Donut 
Plaintiff Took Every Possible Step To Assert 
National Ownership Of Both My. Donnt And 
Mister Donut By Filme Several Applications 
For Federal Registration And By Purchasing 
A Registration Of Mr. Donnt And Reeording 
That Purehase. 6 

At The Time Plaintiff Pnrehased The Ragsdale 
Registration The Mark Shown In That Regis- 
tration Was In Active Use By Jean Ziebell 
Who Acquired The Ragsdale Donut Operation 
But Never Reeorded Any Assignment Of The 
Registration In The Patent Offiee. 8 

The Defendants’ Shops Were Opened In Disregard 
Of Many Available Public Reeords Of Plam- 
tiff’s Claims To Mister Donut And Mr. Donnt, 
With All The Shops Opened In Different Trade 
Areas And With All But One Opened After 
Issuance Of At Least One Incontestable Regis- 
tration To Plaintiff. ) 
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Although The Court Found The Defendants’ 
Shops Were Located On Loeal Streets, The 
Parties Stipulated They Were Located On 
Major Thoroughfares, According To Defend- 
ant, Catering To Throngh Traffic Feeding To 
And From Tnterstate Highways. 

The Business Of The Parties Is Substantially 
Identical At Both A Franchising And Retail 
Level. 

Defendants Agreed That There Was Likelihood 
Of Confusion By The Publie In Contempora- 
neous Use Of The Marks Mr. Donut And Mister 
Donut By The Parties. 

Specification Of Errors 
Argnment 
Summary of Argument 

Actual Confnston Has Occurred And Likelthood 
Of Confusion Obviously Exisits Between Plain- 
tiff’s Earlier Use Of ‘‘Mister Donut’’ And 
Defendants’ Subsequent Use Of ‘* Mar. Donnt’’. 

Defendants Have Infringed Plaintiff’s Valid Fed- 
eral Registrations 683,370 And 668,784 For The 
Mark ‘‘ Mister Donut’? By Adopting And Using 
“Mr. Donut’? With Constructive Knowledge Of 
Plaintiff’s Earlier Use Of ‘‘Mister Donut’? In 
The Same Business. 

Since Defendants Had Constructive Knowledge Of 
Plaintiff’s Mark Mister Donnt And Have Aetu- 
ally Damaged Plaintiff’s Interstate Business, 
Their Asserted Defenses Are Not Sustainable. 

Defendants Adopted ‘‘Mr. Donut’? As A Trade- 
mark With Constructive Knowledge Of Plain- 
tiff’s Prior Registrations Nos. 683,370 And 
668,784, Beeause At The Time Of Such Adop- 
tion The Assignment To Plaintiff Of The Mr. 
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Donnt Registration, And The Publication Of 
An Appheation For Registration Of Mister 
Donut Were Of Publie Record In The Patent 

Office. 22 
Any Intrastate <Activities Of The Defendants 
Which Affeet The Plaintiff’s Federally Regis- 
tered Trademarks Are Proseribed By The Lan- 
ham Act. Defendants’ Intrastate Use Of A 
Mark Confusingly Similar To Plaintiff’s Regis- 
tered Mark Is Substantially Affecting Inter- 
state Commerce Since (1) Plaintiff Is Actively 
Engaged In The Business Of Seeking Frau- 
ehises In Orange County, California, (2) At 
Least Three Prospective Franchisees Have Dis- 
continued Dealing With The Plaintiff Because 
Of Defendants’ Intrastate Activities, And (3) 
Plaintiff Is Already Operating At Least Five 

Mister Donut Shops in California. oe 
Since The Ragsdale Registration Was Assigned 
By A Document Reciting Transfer Of Goodwill 
From The Reeord Title Holder To The Plain- 
tiff As A Bona Fide Purchase For Value 
While This Mark Was Actually In Use And 
Generating Goodwill, The Plaintiff Acquired 

Valid Title To The Ragsdale Registration 41 
Even If The Court Concludes That The Rags- 
dale Registration 427,509 Was Not Infringed 
And The Recorded Assignment Of It To Plain- 
tiff Cannot Funetion As Constructive Notice 
To Defendants Of Plaintiff's Prior Claim 
Of Ownership Of The Mark, ‘‘Mr. Donut”’ 
The Defendants’ Use Of The Mark ‘‘Mr. 
Donut’? Should Be Limited To The Single 
Store Opened By The Defendants Prior To 
The Issuance Of The Plaintiff’s Incontestable 

Registrations 683,370 And 668,784 47 
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The Purpose Of The Lanham Act To Make Ac- 
tionable The Deceptive And Misleading Use 
Of Registered Marks And To Prevent Con- 
fusion Among The Purchasing Publie And 
To Afford Maximum National Protection To 
A Registrant Is Best Served By Preventing 
Coutemporaneous Use By The Latecomer De- 
fendants Of Mr, Donut, Where The Plaintiff 
And Its Nearly Two Hundred Franchisees 
Took Every Step Possible To Acquire A Na- 
tion-Wide Right And Title In The Marks Mr. 
Donut And Mister Donut And To Put The 
World On Notice Of Plaintiff’s Clann To Own- 
ership Of Mr. Donut And Mister Donnt, While 
The Defendants Totally Failed To Take Even 
The Most Elementary Precautions To Deter- 
mine Whether Or Not The Mark Mr. Donut 
Was Available 49 
Under The Applicable Statutory Law Of The 
State Of California The Plaintiff Is The Or- 
einal Owner Of ‘(Mister Donut’? And ‘Mr. 
Donut’’ Beeause Jt First Adopted These Marks 
Beyond The Limits Of California: And As 
First Owner It is Entitled By The Applicable 
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ther The Defendants Knew Of The Plaintiff’s 
Marks At The Time They Started Its Infring- 
ing Use = 52 
California Law Requires That Defendants’ Use 
Of A Confusingly Similar Trade Name To 
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To Protect The Public 535) 
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United States Court of Appeals 


For the Ninth Circuit 


No. 22116 
MISTER DONUT OF AMERICA, INC., 


APPELLANT, 


Nik. DONUT INC, ED AL, 


APPELLEES, 


PLAINTIFF-APPELLANT’S BRIEF 


JURISDICTIONAL STATEMENT 


This is an appeal by the plaintiff-appellant Mister Donnt 
of America, Inc., from a final judgment of the district court 
dated May 2, 1967 dismissing its Complaint and Snp- 
plemental Complaint for trademark infringement, unfair 
competition and dilution of plaintiff’s trademark. (R. 584)! 

Jurisdiction of the district court was based upon pro- 
visions of the Trademark Act of 1946, 15 U.S.C. $1121, 
It 25¢a), 1125(b), 1126(b), 1126(h), and 1126(:) the pro- 
mistoneeat 26 Uls.C. 1388(a) and (b) (R. 2, 199), and diver- 
sity of citizenship, the value of the subject matter in con- 
troversy with respect to each defendant exceeding the sum 
or value of $10,000.00 exclusive of interest and costs. (R. 
D199), 


1“R” refers to the Transcript of Record, volumes 1 to 3. 


Plaintiff pleaded and defendants admitted that it was « 
corporation incorporated under the laws of the Common- 
wealth of Massachusetts with its principal place of busi- 
ness in Massachusetts and that the defendants-appellees 
were individuals residing in, proprietorships doing business 
in, and a corporation operating m the State of California 
(R. 2, 3, 16, 17, 199, 200, 261, 262, 389 and 390) eine 
also alleged and defendant adimtted plaintiff’s ownership 
of United States Trademark Registrations Nos. 683,370, 
497,509, 668,784, and 673,298, the infringement of whieh 
is in issne (R. 4, 5, 6, 201, 203, 395). 

This Court has jurisdiction to review the judgment of the 
district court under the provisions of 15 U.S.C. § 1121 and 
28 U.S.C. § 1291 and 1294. 


PROCEEDINGS BELOW 


This action is for trademark infringement of plaintiff’s. 
common law, federal and state statutory rights, unfair trade 
practices and unfair competition. The Supplemental Com- 
plaint alleges defendants infringe plaintiff’s federally re- 
gistered trademarks Mister Donut and Mr. Donut by 
operating and franchising seven Mr. Donut shops in Orange 
County, California. (R. 199). The defendants generally 
denied the allegations of the Supplemental Complaint (R. 
261) and in addition asserted several affirmative defenses 
including: good faith adoption of the mark Mr. Donut; 
that the defendants’ activities are purely local in nature 
and therefore not amenable to regulation under the Lan- 
ham Act;? that plaintiff’s acquisition from a third party 
of a federally registered Mr. Donvr-mark prior to the de- 
fendants’ use thereof was invalid and that plaintiff was 


2 The Lanham Act is the popular name for The Trademark Act of 
1946, Chapter 22 of Title 15 of the U.S. Code, 60 Stat. 427. 


guilty of frand in aequiring federal trademark registra- 
tions. The defendants also asserted a Counterclaim which 
substantially embodied its affirmative defenses and, inter 
alia, sought au injunction agaist use by plaintiff of Mr. 
Donut in California. (R. 261). 

Following substantial pretrial discovery, both parties 
filed motions for summary judgment (R. 110, 173) which 
were heard initially on April 26, 1965, and then continued 
for further hearing on May 24, 1965. Following the first 
hearing the plaintiff was given leave to and did file its 
Supplemental Complaint (R. 199). On August 4, 1965, 
both plaintiff and defendants motions for summary judg- 
ment were denied on the grounds that there were genuine 
issues of facet (R. 286). Following further discovery in- 
cluding depositions, a Pretrial Conferenee Order was 
filed in which the civil action was disnissed against Hugeue 
and Bonnie Peterson and Karl R. Power without  pre- 
judice, and the Mr. Donut Shop at 1232 South Bristol Street, 
Santa Ana, California was deemed to be Mr. Donvt, Ive., 
a California corporation, which was organized during the 
course of these proceedings (R. 389, 415). 

After trial on the merits without jury from January 10, 
1967 until January 12, 1967, and submission of the ease on 
brief, the district court made an Order for Findings of 
Fact, Conclusions of Law and Judgment on March 23, 
1967 (R. 509) ; and on Mav 2, 1967, the district court issued 
its Findings of Fact and Conclusions of Law and a Final 
Judgment dismissing the Complaint and Supplemental 
Complaint and the Counterelaim (R. 576, 584). On May 
31, 1967, plaintiff filed its Notice of Appeal and on June 
13, 1967, the defendants filed their Notiee of Cross-Appeal 
(R. 585, 593). 


4 
STATEMENT OF FACTS 
INTRODUCTION 


The plaintiff, Mister Donut of America, Inc. (by change 
of name from Harwin Management Corp.) was organized 
under the laws of the Commonwealth of Massachusetts on 
June 27, 1955 (R. 576). The defendants inelnde Mr. Donut, 
Ine., a corporation of the State of California, David K. 
Jones, prineipal stockholder and President of Mr. Donut, 
Inc., his wife Helen L. Jones and Berta Ramos, a franchisee 
of one of the defendants’ Mr. Donut shops (R. 576). 


Puaintirr [las Usep Mister Donut Since 1955 Anp By THE 
Time Or Triau Was OperatinGc Or Francuisine Asout 200 
Suors From Massacuvusetts To CALIFORNIA. 


Plaintiff commeneed using the mark Mister Donvr about 
August 1955 shortly after it was organized as Harwin 
Management Corporation (R. 578). It first used MuistEr 
Donvt in the operation and franchising of donut shops in 
Massachusetts and New York (R. 578). Prior to October 
1957, the earhest date upon which any of the defendants 
claimed to have adopted Mr. Donvt, the plaintiff had in 
operation five franchised Mister Donut shops in the states 
of Massachusetts and New York (R. 578, 580). The plain- 
uff’s business spread steadily southward and westward. 
In 1958 shops were opened in Florida, Michigan and 
Virginia (R. 578). In 1960 a shop was opened in Ohio; 
in 1961 shops were opened in Conneetieut and Ilinois; in 
1962 shops were opened in Delaware, Georgia, Indiana, 
Pennsylvania and New Jersey (R. 578). In 1963 a shop 
opened in Minnesota (R. 578). In 1964 shops opened in 
Nebraska, Maine, Kentueky, Ohio, Colorado, West Virginia 
and Wisconsin (R. 578). By the time of institution of this 


civil action in 1964 there were approximately one hundred 
and twenty five Mister Doxcr shops in tweity states (R. 
o78). By the time of trial there were approximately two 
hundred Mister Donut shops operating in thirty states, 
ineluding five in California (R.T. 56) 


By Tire Time Or Triat Puarntirr Was Not Onty ACTIVELY 
OpreraTInG Anp Burtpixnc Mister Donut Suoprs Ix Cati- 
FORNIA, Bur Atso Hap EXperRIENCED ACTUAL ConFusion AND 
Loss Or Busrness Because Or Derenpants Activities IN 
ORANGE CouNTY. 


Plaintiff’s five Mister Donur shops in operation in 
California at the time of trial were located in Campbell, 
Sacramento and San Jose (R. 578). In addition plaintiff 
had several other Mister Dont’ shops under construction 
(R. 578). Plaintiff’s activities in California had assumed 
substantial proportions long prior to trial. It opened 
a Western Division office in Palo Alto, California to handle 
its Western activities in 1965 (R. 578). It advertised for 
franchisees im national publications reaching California 
smc auiveasm loa Walla] tomljo x. 59). Substantial 
testimony was offered that plaintiff not only was actively 
soliciting sites for Mister Donut shops in Orange and Los 
Angeles County (R.T. 61-63) but that it had reeeived a 
number of substantial deposits from people in Los Angeles 
who are now waiting for available shops (R.T. 64, 82, 83). In 
connection with its expansion in California plaintiff has 
advertised for franchisees and shop sites in Southern 
Cahfornia in regional publications (R.T. 68, 71-73, Ex. 
104, 110-112, 116, 117). These ads and publicity releases 
received substantial response, resniting in many inquiries 


3“R.T.” refers to the Reporter’s Transcript of proceedings. 


4 Ex. refers to Exhibits offered at trial. Plaintiff's exhibits are num- 
bered. Defendants’ exhibits are alphabetical. 


in addition to the deposits aetually accepted (R.T. 69-71, 
Ex. 105). Actual negotiations for site loeations have been 
negotiated in Orange County and in Los Angeles County 
(R.T. 74-81, Ex. 108, 113-116). Very early interest in 
obtaining at least one Mister Donut franehise from plain- 
tiff in the Los Angeles area was expressed by a business 
man Carlos T. Parker from Iowa and his daughter Ger- 
aldine Messinger who mdicated a desire to open at least 
one Mister Donut shop in the Los Angeles area. (R.T. 
283-315). Substantial interest was expressed by others, 
including a retired naval officer, John I. Sullivan (R.T. 245 
to 261). These individuals refrained from pursuing 
franchise negotiations with the plaintiff only when they 
learned of defendants’ activities in Orange County (R.T. 
258, 256, 295 to 297, 309, Ex. 76, 98). These witnesses also 
indicated it was the likehhood of confusion with defendant 
that was the only reason for not wanting to procure a fran- 
eluse from plaintiff. Plaintiff had also delayed its de- 
velopments in Orange County and Southern California in 
part because of defendants’ activities (R.T. 84). 


Lone Prior To Derenpants'’ Uszt Or Mr. Donut PLAINTIFF 
Took Every Posstnue Step To Assert National OWNERSHIP 
Or Botn Mr. Donut Anp Mister Donut By Fiuine SeveraL 
AppiicaTions For Freperat Reeisreration AnD By Pur- 
cHastnc A Recisrration Or Mr. Donvr Ann Recorpine 
THat PuRCHASE. 


Promptly after the plaintiff adopted the mark Misrer 
Donvt it took all steps available to it to assert national 
ownership of this inark for use in connection with its busi- 
ness. These steps included the filing of fonr applications 
for registration under the Lanham Act, the good faith 
purchase for valnable consideration of an earlier registra- 
tion of the mark Mr. Donut (Bix. 4), and the recording of 


that assigument (Ex. 5; R. 580), and the recording in the 
Patent office of the plaintiff’s change of name from Harwin 
Management Corp. to Mister Donut of America, Ine. (Ex. 
1). The four applications filed by plaintiff included three 
filed in 1955 (Hix. 8, 7 and 9). Two of these applications 
matured into registrations 668,784 (Ex. 3) and 673,298 
(Ex. 9), whieh are now incontestable under the provisions 
of 15 U.S.C. 1065. Registration 668,784 was for Muisrrr 
Doxvt used in comection with snack bar services. Re- 
gistration 675,298 was a logo of a donut man used in con- 
nection with snack bar services. In addition plaintiff filed 
an appleation for federal registration of Mister Donurr for 
flonr, fling and jellies for donuts, coffee and vegetable 
shortening in October 1957 which issued on Angnst 11, 
1959 as Registration No. 683, 870 (Ex. 2). This latter re- 
gistration is also meontestable Afi - U.S.C. §1065. 
Registration 427,509 for the mark Mr. Donut and a de- 
sign, registered on February 11, 1947 for donuts to Finis 
L. Ragsdale of Everett, Washington, (hereafter referred 
to as the Ragsdale registration) was aeqnired from Rags- 
dale’s widow as executrix of his estate hy an assignment 
dated Jnly 17, 1956 when plaintiff’s own application for 
registration of Mr. Donut, filed August 24, 1955, was re- 
jected by the Patent Office heeause of this prior registration 
(R. 580, Ex. 5, 6 p. 5, 6). The assignment to plamtiff was 
recorded in the United States Patent Office on July 23, 1956 
more than a year hefore the date that defendants first 
started to use the mark Mr. Donut. At the time of this 
assignment and recording, the Ragsdale donut business was 
still in operation and the mark Mr. Donut was still in aetive 
use as outlmed below. And although the assignment re- 
cited a transfer of good will for valuble consideration, the 
district court held that sinee plaintiff did not receive a 
customer list, merchandise, equipment, recipes or goods 


from the assignor there was no transfer of good will 


(R. 580). 


At Tur Tims Puaintirr PurcHaAsep THe RacspaLte Re- 
GIsTRATION Tur Mark Suown In Tuar  Reaistra- 
TION Was Ins Active Use By Jran Zizpeti Wuo 
Acautrep Tie Racspate Doncr Opgration Bur Never Re- 
corpeD Any AssIGNMENT Or Tre RecistraTion In Thue 
Patent OFFICE. 


The district eourt further held with respeet to plaintiff’s 
Ragsdale Registration that Finis L. Ragsdale owned the 
Everett Super Market in Everett, Washington. During his 
ownership of this Super Market, Ragsdale leased a donut 
shop ou the premises to Mrs. Jean Ziebell whieh was oper- 
ated under the name Mr. Donut. He sold the market to 
Harold L. Cohen on or ahout February 14, 1951. Mr. 
Cohen within a few days thereafter sold the entire Rags- 
dale donut operation to Mrs. Jean Ziebell. In eonjunetion 
with the Ragsdale donut operation there were ineluded 
signs bearing the caricature of a donut mau and the words 
Mr. Donut as sneh indicia appears on the Ragsdale trade- 
mark registration. (R.579). These signs together with all 
the equipment and supplies used by Mr. Ragsdale to oper- 
ate his donut shop, including flour, shortening, powdered 
sngar, flavoring, donut bags, boxes, donnt making ma- 
chines and advertising tabs were ineluded in the purchase 
imade by Mrs. Ziebell. The paper bags bore the donut 
man earieature and the words Mr. Donur. After this 
purehase Mrs. Ziehell continued to manufaeture and sell 
donnts in the shop formerly operated by Mr. Ragsdale. 
Mrs. Ziehell operated the former Ragsdale shop eontinn- 
ously until 1959 and she continued to display the sign 
bearing the little donut man caricature and the words 
Mr. Donut in the form appearing in Registration No. 


427,509. Additionally, the trademark was used in news- 
paper ads and on a Jeep stationwagou which was used 
to make deliveries. Former customers of Mr. Ragsdale 
continned to purehase donuts after Mrs. Ziebell acquired 
the Ragsdale donut shop. After the sale of his donut 
shop, Mr. Ragsdale did not again sell donnts (R.579, 580). 
While the district court made no specific findings, de- 
fendants failed to offer any evidence that suggests the 
plaintiff was aware that the Ragsdale donut business was 
operated by and the mark Mr. Donut was being used by 
Mrs. Jean Zicbell rather than by Mr. Ragsdale’s estate 
at the time plaintiff aequired the Ragsdale registration 
from Mr. Ragsdale’s estate. Nor is there any evidence 
that the plaintiff knew Mrs. Ziebell operated the Ragsdale 
business in apparent conflict with the patent. office records 
showing ownership of the Ragsdale registration in Rags- 
dale’s estate. 


Tus Derenpants’ Suors WERE Openep Ix DrsreGarD oF 
Many <AvarLaBLeE Pusiic Recorbs or PLaintire’s CLaIms 
To Mister Donut anp Mr. Donut, Wit ALL THE SHops 
Openep [n Ditrrerent Trape AREAS anp Wirth ALL Bur 
One Ovpexep Arter Issuance of AT Least ONE [NCONTEST- 
ABLE RecistraTion To PLAINTIFF. 


By December 1957, the date of first actnal use of the 
mark Mr. Donut by defendants, the following public ree- 
ords in the Patent Office, evidencmg plaintiff’s claims to 
Mr. Donut and Mister Donut, were readily available to 
anyone including the defendants (R. 394,395): (a) the 
1947 Ragsdale registration of the mark Mr. Doxur (Ex. 
4); (b) the assignmeut of the Ragsdale registration on 
Jas Jf, 1956 frem the estate of Nr. Ragsdale to 
the plaintiff, then known as Harwin Management Corp. 
(Ex.5); (ec) a pending application of the plaintiff for 
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the mark Mr. Donvr filed on October 24, 1955 under 
Serial No. 693,602 (Kx.7); (d) a certified copy of plain- 
tiff’s change of name to Mister Donut of Ameriea, Ine. 
(Ex.8); (e) an applteation that plaintiff filed on October 
9, 1956 for registration of the mark Mister Donut for 
flour, filling and jellies for donuts, coffee and vegetable 
shortening, which later matured into plaintiff’s registra- 
tion 683,370 on Jannary 27, 1959 and is now incontestable 
(Ex. 2); (f) an appheation for plaintiff filed on November 
28, 1955 for registration of the mark Misrrr Donur for 
snack bar services which matured mto Registration 668,784 
on October 28, 1958 and is now incontestable (Ex.3) and 
(g) a publication for opposition in the Official Gazette of 
the Patent Offiee of November 12, 1957, (See Publication 
notice m defendants’ Hx. C) of plaimtiff’s appheation for 
registration of Mister Donut, Serial No. 698,978 (now 
Registration 668,784) (Ex.3). By the time defendants 
expanded imto a different trade area by openmg a second 
donut shop plaintiff’s registration 668,784 (Kx.3) for 
Mister Donut had issued. 

The defendants opened their first Mr. Doxur shop in 
Orange County on or about December 38, 1957, more than 
a year after the plaintiff had recorded in the Patent 
Office its assignment of the Ragsdale registration for the 
mark Mr. Donur (R.580) and after publheation for op- 
position of plaintiff’s registration 668,784 (Ex. 3). 

The name Mr. Donut was selected by defendant David 
Jones withont any investigation of prior registrations of 
others, even though Jones was thoroughly experienced in 
the franchise operation of Winchell Donut Shops (R. 393). 
And despite the lack of truthfulness of the defendants’ 
principal witness (R.T. 391) the distriet court found that 
this defendant adopted the mark Mr. Donut without ae- 
tual knowledge of the plaintiff’s prior use of the mark 
Mister Donvr or the use by anyone of Mr. Donut (R. 580). 


bE 


This first donut shop of the defendants was the only one 
opened and in operation until 1959 when a second shop 
was opened in Santa Ana, California, with this second 
shop opening after issuance of the plaintiff’s incontest- 
able registration 668,784 on October 21, 1958 for the mark 
Mister Doxvt covering snack bar services (R.565, 560). 
The defendants subsequently opened five more Mr. Donut 
shops. Of these, two were opened in Santa Ana, one m 
Placentia, one in Garden Grove and one in Orange, Cali- 
fornia. The defendants’ activities were initially conducted 
by David K. Jones and his wife, Helen L. Jones. Sub- 
sequently, and long after this suit was commenced, the 
defendants’ meorporated as Mr, Donur, Inc. The de- 
fendants did not franchise any of their shops until May 
30, 1960 at which time Mr. Donur No. 8 was franchised 
(R. 390). At present, Mr. Donut, Ixc. operates two shops 
and franchises the remaining five, all located m Orange 
Connty (R. 581). 

The defendants’ seven shops are each located at least 
five miles away from one another (R.T. 371) and eater to 
customers only within a radius of fowr nules (R. 581). De- 
fendant D. K. Jones admitted that these shops catered 
to local trade and that the second shop opened was in a 
different trade area from the first (R.T. 372). 


ALTHOUGH THE Cover Founp tHE Derenpants’ Siops WERE 
Locatep On LocaL Srreets, THE Parnes StipvLaTep Tey 
Were Locarrp On Mason TuorouGHraRES AND, <Ac- 
corpinc To Drrenvant, Catertnc To THroven TRAFFIC 
Frepine To anp From Inverstatr Hicnways. 


The district court found that all equipment and sup- 
plies used in the shops have been and are purchased in 
Orange and Los Angeles Counties; that all defendants’ 
products are sold in Orange County; that all advertising 


is Imited to Orange Connty and no attempts have been 
made to attract customers from other areas (R.581). Al- 
though both parties stipulated in the Pretrial Order that 
‘fall of defendants’ shops are on major thoroughfares and 
a number of eustomers are U.S. Marines in uiiform’’ 
(R. 394) and although defendant D. IX. Jones testified 
(R.T. 392) that defendants’ shops eater to through traffic 
that feeds to and is received from interstate highways, 
the district court found (R.581) that defendants’ shops 
are ‘‘loeated on Joeal streets which are not Federal or 
State marked highways’’ and most customers are regnlar 
or repeat (See also R.T. 270). And although both parties 
stipulated in the Pretrial Order that ‘‘Defendant D. K. 
Jones admits he has seen a number of people purchasing 
products from defendants’ shops who arrive in ears with 
out-of-state plates’? and defendant D. KK. Jones admitted 
that a significant part of defendants’ business could be 
from people traveling in iiterstate commeree (R-T. 392) 


the district court found (R.581) that only “. .. a few 
customers’? drive... ‘‘to defendants’ shops im automo- 
hiles having non-California license plates .. .77 (R. 581). 


(Emphasis added.) 


Tar Business or THE Parties Is SuspstanmiaALLy IpDEN- 
ticAL AT Botn A Francnisine AND Retart LEVEL. 


The plaintiff and defendants both use the marks Mister 
Donut and Mr. Donuv in essentially the same manner 
in donut shops which are primarily franchised, but in 
some instanees are operated directly by the parties (R. 
390-94, 396,578,581). Hach nses its marks on free stand- 
ing signs and nunierous small signs mside and about the 
shops as well as on bags, boxes, napkins and other dis- 
posable items (R. 392, 394,579). Both the plaintiff and 
defendants sell a limited variety of food and beverages 
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in their donnt shops eonsisting principally of donuts and 
eoffee, both for eonsnmption on the premises and for 
carrying out (R.389,578). Both parties advertise their 
shops in newspapers, on radio, in telephone books, and 
hy other means (R.T. 358). 

The plaintiff also solicits prospective franchises by paid 
national and local advertising, (Ex. 31-59), by distribution 
of brochures in Mister Donut shops (Ex. 29), by unso- 
heited publicity, by mail distribution (Ex. 40) and by word 
of mouth (R.T. 145). 


DEFENDANTS AGREED THAT THERE Was LIKELIHOOD or Con- 
rusioxn By tHe Pusiic Ixy Contemporangeous Use oF THE 
Marks Mr. Doxut anp Mister Donut By THE Parties. 


Although the conrt found the parties were not in com- 
petition and that defendants’ business does not affect in- 
terstate eommeree (R.582), it made no findings on testi- 
mony directly relating to the crueial issue as to whether 
there was likelihood of confusion. Snbstantial evidence 
however was offered on this point. Not only did inde- 
pendent witnesses, Carlos W. Parker, (R-T. 296), Geraldine 
Messinger (R.T. 308) and John E. Sullivan (R.T. 252-56) 
testify that confnsion was likely, but defendant D. K. Jones 
admitted it (R.T.397). Further it was stipnlated by the 
parties that ‘‘Mister’’? and ‘‘My.’’ are enphonically the 
same and the latter is an abbreviation of the former (R. 
394). Moreover snbstantial evidenee was offered that plain- 
tiff was presently aetive in establishing operations in 
Orange County and Los Angeles Connty (R.T. 74 to 81, 
isel0S) 113 to 115). 


14 
SPECIFICATION OF ERRORS 


1. The trial court erred in not finding that the use of 
Mister Donnt and Mr. Donnt respectively by plaintiff and 
defendants in operating and franchising donut shops is 
likely to cause confusion or mistake. [F. 6,18, 21,24, (R. 
Dit ol, 082 ie Cela (oes). 

2. The trial court erred in not findmg that plaintiff’s 
prior adoption and continuous use of Mister Donut and 
Mr. Donut beyond the limits of California entitles it to 
preeInde use of Myr. Donnt in California by defendant un- 
der the law of California. [F.18, (R. 581); C. 7, 8, (R. 583) J. 

3. The trial court erred in not finding plaintiff’s op- 
eration and franchising of donnt shops in California and 
other states under its valid federally registered mark 
Mister Donvr entitles it to preelnde further intrastate 
use by defendants of a confnsingly similar mark [C. 4, 5, 
(ir 3sz)i[: 

4. The trial conrt erred in not finding the recorded 
assignnent of Mr. Donvr Ragsdale registration to plain- 
tiff and plaintiff’s pending applications for federal regis- 
tration of Mister Donut at the time defendants first nsed 
Mr. Donut were constructive notice of plaintiff’s claim 
to Mr. Donut nnder the Lanham Act. [F. 13, (R. 580); C. 
oes, (Re 982): 

5. The trial eonrt erred in holding defendants may 
open or franchise donnt shops in areas other than that 
trade area in which they operated before issnanee of plain- 
tiff’s federal registration for Mister Donut. [C. 4, 5, 6, 7, 
Oe RE e2.0se)) |: 

6. The trial court erred m not holding a recorded as- 
signment from the record title holder of the trademark 
Mr. Doxvr and its federal registration 427,509 together 


5“F.” indicates “finding of fact” and “C.” indicates “conclusion of 
Law.” 
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with the good will represented thereby at a time when 
the mark was in active use for valuable consideration 
conveys good title in the trademark to plaintiff in the 
absence of an actual transfer of physical assets. [F.11, 12, 
Boum) .d00) 2) 203, (Rh. 582) |. 

¢. The trial court erred in presumably holding that 
actual competition between the parties is necessary in 
establishing infringement of a federally registered trade- 
amare, Po Bil, (as) e (CL a, eh, SF, Us, (Uneeisisy)) ile 

8. The trial court erred in not holding the prima facie 
valid records of the Patent Office in 1956 showing an as- 
sigument of Mr. Donut Registration 427,509 to plaintiff 
bars a defense of good faith adoption in October 1957 
of the same mark by defendants. [F. 11, 12, 13 (R. 579, 580) ; 
3, (Re as2) |. 

9. The trial court erred in not holding that plaintiff’s 
rights in the Ragsdale trademark Mr. Donut and its 
registration were superior to those of Jean Ziebell be- 
‘anse plaintiff was a bona fide purchaser for valuable 
consideration who recorded an assignment under 15 U.S.C. 
Ct me aie 13 (Ro o19,580)> C. 2, 3, (R. 583) ]. 

10. The trial court erred in not holding the plaintiff, 
who now operates or franchises 200 Mister Doxut Shops 
from Massachnsetts to California, is eutitled to an injune- 
tion against defendants’ operation and franchising of seven 
Mr. Doxvr Shops in Orange County, California, where 
plaintiff adopted and used the mark Mister Donut in 
interstate commerce in 1955, took all steps possible to 
assert ownership of this mark, including the purchase 
and recording of an assignment in the United States Patent 
Office in 1956 of a Mr. Donut registration, the filing of 
three applications for federal registration im 1955 and 
1957 (two of which now have matured into incontestable 
registrations), and the obtaining of numerous state trade- 
mark registrations, and where defendants long afterwards 
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adopted without investigation the confusingly similar mark 
Mr. Donver withont any prior nivestigations, and are using 
it in a manner whieh actually damaged plaintiff and con- 
fuses the public. [C. 7, 8, 12, (R. 583) J. 


ARGUMENT 
SuMMARY oF ARGUMENT 


Plaintiff’s federal registrations 683,370 and 668,784 (Eix. 
2,3) for Mister Donut are infringed by defendants’ use 
in the same business of Mr. Donut since confusion has 
actually oceurred and is likely. Defendants’ elaim of inno- 
cent adoption of Mr. Donut before issuance of these regis- 
trations is no defense because defendants are eharged 
with construetive knowledge of plaintiff’s elaim of owner- 
ship of Mister Donut and Mr. Donut by virtue of (1) 
plaintiff’s acquisition and recording in the Patent Office 
of federal registration 427,509 (Ragsdale registration) 
more than a year before defendants went into business 
(see 15 U.S.C. §1072), (2) publication in the Official Gazette 
of the Patent Offiee of the applieation for registration 
668,784 at least several weeks before plaintiff started to 
use Mr. Donut and (3) California State law which pre- 
eludes innocent adoption as a defense in the interest of 
proteeting the public from confusion. Assertions that 
plaintiff eannot rely upon the Ragsdale registration be- 
cause the assignment was ‘‘in gross’’? and eonveyed no 
goodwill are wrong. At the time of the assignment of 
the Ragsdale registration to plaintiff, the Ragsdale Mr. 
Donut operation, unknown to plaintiff, had already been 
sold by niesne assignment to Jean Ziebell who was then 
operating under the Mr. Dount mark. And plaintiff as 
an innocent bona fide purehaser for value of all rights, 
title and interest in the mark and registration was en- 
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titled to rely upon the Patent Office records in determin- 
ing record title holder. (15 U.S.C. §1060). That plaintiff 
did uot take recipes, merchandise, customer lists, ete., in 
aequiring the goodwill is irrelevaut sinee goodwill is an 
intangible. 

Defendants’ claims that they are not amenable under 
the Lanham Act because they do not operate in or affeet 
interstate commerce is plainly wrong sinee defendants have 
affected plaintiff’s interstate business by directly causing 
three prospective franchisees to refuse plaintiff’s fran- 
chises and are Jikely to cause more damage in view of 
plaintiff’s present activities im Orange and Los Angeles 
Counties. Actual competition is not necessary. 

Plaintiff’s Ragsdale registration, the validity of whieh 
was not attacked, is infringed for reasons sect forth above. 

Defenses to charges of infringement of plaintiff’s Lan- 
ham Act registrations are applicable only in the trade 
area in whieh defendants operated before plaintiff’s regis- 
trations 683,370 and 665,784 issued. 15 U.S.C. §1115(b). 
Therefore defendants’ use of Mr. Donut, if permitted at 
all, should in any case be confined to the admitted trade 
area of a four mile radius from the only shop of de- 
fendants that was opened before plaintiff’s registrations 
issued. 

Under California common and statutory law the first 
user of a trademark inside or outside of the State is the 
owner. Cal. Bus. and Prof. Code, § 14270. Since liability 
is determined solely on the basis of confusion with a valid 
mark, plaintiff as first user aud therefore owner is entitled 
to rehef. 

The incontestable status of plaintiff’s Lanham Act regis- 
trations should afford plaintiff the right to use them in 
California without any restrictions, even if ineontestability 
is deemed purely defensive in nature. 


ActvaL Coxrusion Has OccvrrRED AND LikELIHoop oF Con- 
FUSION OxsviousLy Eixists Between Puaintirr’s EARLIER 
Use or ‘‘Mister Donvt’’? anp DEFENDANTS’ SUBSEQUENT 
Use or ‘‘Nz. Donvr.’’ 


The distriet court seems to be under the clearly erron- 
cous impression that mfringement is measured by the 
existence of competition, rather than confusion or likeli- 
hood of confusion between the marks in question. This is 
evident because the district court made no finding relating 
to confusion or likelihood of confusion of the marks, even 
though plaintiff had urged it to do so (R.542). Rather, 
the Court merely concluded the parties were not engaged 
in competition (R.582). Consequently, it must be assumed 
the district court completely misunderstood the basic test 
of infringement appheable im this case. 

The Lanham Act, 32(1), 15 U.S.C. §1114(1), provides 
that 


‘¢Any person who shall ... use in commeree any 

. colorable imitation of a registered mark in con- 
nection with the sale, offering for sale, distribution, 
or advertising of any goods or services on or in con- 
nection with which such use is likely to cause confu- 
sion, or to canse mistake or to deceive; or... imitate 
a registered mark and apply such reproduction 
to... signs... intended to be used in commerce on 
or in connection with the sale... of goods or services 
on or in connection with which such use is lkely to 
cause confusion or to cause mistake, or to deceive; 
shall be liable in a civil action .. . for the remedies 
hereinafter provided.”’ 


‘‘Colorable imitation’’ is defined under the Lanham Act, 
§45, 15 U.S.C. §1127, as inelnding any mark which so 


ily) 


resembles a registered trademark as to be likely to cause 
confusion or mistake or to deceive. This statutory require- 
ment, clearly supported by innumerable cases, defines a 
simple and clear measure of infringement which appar- 
ently was ignored by the district court.6 The Fleischmann 
Distilling Corp. v. Maier Brewing Co., 314 F.2d 149 (9th 
Cir, 1963); Pad Sachs Otigtials Co. v. Sachs, 325 F.2d 
212 (9th Cir. 1963). Competition is not even required in 
cases of unfair competition. Phillips v. The Governor &: 
aoe omeed Jil (Oth Ci. 1955). 

The record is replete with evidence that not only is 
confusion likely between plaintiff’s Mister Donut mark 
and defendants’ Mr. Donut mark, but that confusion has 
actually oceurred. Geraldine Messinger testified that she 
was interested in obtaining a Mister Donut franchise from 
plaintiff in California, but did not when she discovered 
defendants’ inferior Mr. Donut operation. When asked 
whether there might be some connection between the two 
she indicated that she ‘‘had no idea whether there was 
or was not a conneetion’’ and that she ‘‘had no way of 
knowing’’ (R.T. 308, 309). Likelihood of confusion was also 
evidenced by the testimony of John KE. Sullivan and Carlos 
W. Parker, both of whom testified that they were iter- 
ested, prospective franchisees who discontinued their in- 
terest because of the strong hkelihood of confusion be- 
tween the marks in question. (R.T. 252-256, 296). This 
testimony establishes confusion on the franchising level in 
which both parties are involved. Confusion on the less 


8 The district court apparently applied a measure of liability that 
was used in the infancy of the law of unfair competition and which was 
aimed at preventing a fraud where one party sought to pass off or palm 
off his goods as those of another. There the question of intent played 
an extremely important role but today the law has passed far beyond 
this limited concept of “palming-off” in determining what are or what 
are not unfair practices in business dealings. See VANDENBURGH, 
TRADEMARK Law AND PROCEDURE, page 102 (1959). 
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sophisticated retail sales level is even more likely. The 
defendant David K. Jones admitted that likelihood of 
confusion was obvious and probable, particularly in view 
of the imminent expansion of the plaintiff into Orange 
County. The following colloquy took place during the 
deposition of the defendant David Keith Jones on April 
Ja, 1965; 


Q. ‘You said there would be no confusion under 
those conditions?’ 

A. ‘There would be confusion.’ 

Q. ‘In other words, they are substantially the same 
in print?’ 

A, © OB." 

Q. ‘That is why you object to the establishment of 
Mister Donut, plaintiff’s operation, in Orange County ; 
is that correct?’ 

A. ‘Yes.’ 

Q. ‘In other words, do yon believe that if someone 
drove down one street and saw your shop, and then 
on a street close by and saw a Mister Donut shop, 
plaintiff’s, they might associate the two and consider 
them as being the same operation?’ 

A. ‘Possibly.’ 


In addition, the stipulated faets in the Pre-Trial Con- 
ference Order fully support the probability of confusion. 
Stipnlated Fact (Q) reads; ‘‘ ‘Mr.’ is an abbreviation of 
‘Mister’. Kuphonically there is no difference between ‘Mr.’ 
and ‘Mister,’ and the two terms are identical] im mean- 
ing.’’ (R. 394) The snbstantial identity of the marks in issne 
and the absolute identity of the operations of the parties in 
operating and franchising donut shops, the manner of use 
of the marks on signs, boxes, bags, ete., as well as the 
substantial similarities in advertising techmqnes leaves 
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no doubt that there is obvious hikeHhood of confusion among 
the purchasing pubhe. 


Derenpants Have Iyrrincep Puaintirr’s Vauip FEDERAL 
Recistrations 683,370 axp 668,784 For tae Marx ‘‘ Mister 
Doxca) Bs Aporrine Axp Usine “Mr. Donurm’? Witn 
Coxstructive KNOWLEDGE oF PLaINTIFF’s HarLier UsE or 
“Mister Donvr’’ Ixy tue Same Busryess. 


The plaintiff’s mark Mister Donut was registered under 
The Lanham Act for snack bar serviees under Registra- 
tion No. 668,784 (Ex. 3) on Oct. 21, 1958, and for flour, 
filling and jellies for doughnuts, eoffee and vegetable short- 
ening in Registration 683,370 (Ex.2) on August 11, 1959. 
These registrations are, prima facie evidence of the plain- 
tiff's ‘‘exelusive right to use the registered mark in com- 
merce on the goods or services specified in the registra- 
tion... . (Lanham Aet, §33(a), 15 U.S.C. 1115a) sub- 
ject to legal or equitable defenses which defendants assert. 
The validity of these registrations was sustained by the 
district court (R. 583). Since as noted in the preceding sec- 
tion of this brief there is actnal confusion and likelihood of 
contusion between the defendants’ Mr. Donut and plain- 
tiff’s registered Mister Donvt, defendants’ activities obvi- 
ously constitute infringement under 15 U.S.C. §1114(1) 
whieh is actionable by the plaintiff in the absence of an 
affirmative defense. 


Since Derenvants Hap Constructive KNOWLEDGE OF PLaIN- 
tirF’s Marx Mister Doxur anp Have ActuaLtLy DamacEp 
PuarstirF’s Interstate Business, Tuerr ASSERTED De- 
FENSES ARE Not SUSTAINABLE. 


Hssentiallv, the district court agreed with two defenses 
raised by the defendants. First, the district court con- 


eluded that defendant’s adoption of Mr. Donut was with- 
out aetual knowledge of plaintiff’s priox use at a time 
just before plaintiff’s registrations Nos. 683,370 and 668,784 
issued, and therefore eame within the exeeption of the 
Lanham Act § 33(b) 5; 15 U.S.C. 1115(b)5. Seeondly, the 
distriet court coneluded that defendauts’ use of Mr. Donut 
does not come within the proseriptions of the Lanham Act 
because the mark is not used ‘‘in ecommerce’? within the 
meaning of 15 U.S.C. 1114(1). The distriet court rejeeted 
the other defenses raised, including the defense of fraud 
in acquiring the registrations. We shall discuss in the next 
sections of this brief the reasons why the distriet court was 
in error in sustainine these two affirmative defenses, 


Derenpant’s Avoprep ‘‘Mr. Donut’? As A TRADEMARK 
Wirth Consrrvertive KNowLEVGE oF Puarntirr’s Prior 
Recistrations Nos. 683,370 anv 668,784, Because At THE 
TIME or SucH ApoptTion TIE ASSIGNMENT To PLAINTIFF OF 
THE Mr. Donut Recisrrarion, AND THE PUBLICATION oF AN 
Application For Registration oF Misrer Donur WERE oF 
Pusuic Recorp In ruk Parent Orrice. 


The defense that defendants’ adopted Mr. Donur with- 
out knowledge of plaintiff's prior use of Mister Donut 
is one of the speeifieally defined defenses permitted nnder 
the Lanhauny Aver gost) 15 WS CS Ili Cie 

Insofar as pertinent this seetion as amended reads: 


If the right to use the registered mark has beeome 
incontestable under Seetion 15 hereof, the registration 
shall be conclusive evidence of the registrant’s ex- 
elusive right to use the registered mark im commeree 
on or in connection with the goods or serviees specified 
in the affidavit filed under the provision of said see- 
tion 15 snbjeet to any conditions or limitations stated 


therein except when one of the following defenses of 
detects is established: ... (5) That the mark whose 
use by a party is charged as an infringement was 
adopted without knowledge of the registrant’s prior 
use and has been continuously used by such party or 
those in privity with him from a date prior to regis- 
tration of the mark under this Act or publication of 
the registered mark under subsection (c) of section 
12 of this Act: Provided, however, That this defense 
or defeet shall apply only for the area in which such 
contimuous prior wse is proved; ...”’ 

Section 33(b) of the statute has been jndicially construed 
to preclude defendant's good faith or ignorance of plain- 
tiff’s prior adoption and registration as a defense. Dawn 
Donut Co., Ine. v. Hart’s Food Stores, Ine., 267 F. 2d 
358, 362, (2nd Cir. 1959); Amertean Foods, Ine. v. Golden 
iMG ner osl2 1 2d ONO) 626, (ath Ci, 1963): tot Shoppes. 
Ine. v. Hot Shoppe, [ne., 203 F. Supp. 777, 780 (M.D. N.C. 
1962); Wrelsen v. .lmercan Oil Co., 208 F. Supp. 473, 477 
(D. Utah 1962); Quality Courts United v. Quality Courts, 
140 F. Supp. 341, (ALD. Pa. 1956). 

Plaintiff claimed defendants could not assert a defense 
of innocent adoption because it had hoth actual knowledge 
and constructive knowledge of plaintiff’s earlier use. Plain- 
tiff’s claim of constructive knowledge is based upon (1) its 
recorded ownership of the Ragsdale registration at the time 
defendants first used Mr. Donut, (2) the prior publication 
of the application which matured into registration 668, 784 
(Ex. 2) and (3) Califorma Law. 

Accepting the Court's conclusion that the defendants did 
not have mere actual knowledge of the plaintiff’s prior use 
of the mark Mister Donut and Mr. Donvt, the defendants 
have nonetheless failed to sustain the burden cast upon them 
to prove that they did not have knowledge within the mean- 


ing of 15 U.S.C. 1115b, of the plaintiff’s prior use of Misrrer 
Doneurt at the time it first adopted Mr. Donut as a trade- 
mark. he plaintiff is still entitled to Judgment because 
the defendants had constructive knowledge of the plaintiff’s 
trademarks Mister Doxur and Mr. Doxvut, and sinee the 
defendants’ burden under 16 U.S.C. 1115(b) is to prove 
that they lacked knowledge of any kind, whether actual or 
constructive, their constructive knowledge of the plaintiff's 
trademark registrations precludes them from establishing 
a defense under this seetion. 

The defendants had constrnetive knowledge of the plain- 
tiff’s prior use of the mark Mr. Doxver beeause at the time 
they first used the mark Mr. Doxver in December 1957, 
pubhely available records in the patent office showed that 
the plaintiff claimed ownership of the trademarks Mr. 
Donut and Mister Donut. Of the many Patent Office re- 
cords that were publically available the most pertinent were 
the Ragsdale Registration No. 427,509 (Hix. 4) for the mark 
Mr. Donut which was registered under the Aet of 1905 and 
the recorded assignment of that registration to plaintiff 
(Ex. 5). The plaintiff acquired the Ragsdale registration 
from the estate of Finis L. Ragsdale for $100.00 by an as- 
sigument dated July 17, 1956 which assignment was re- 
corded in the United States Patent Office on July 25, 1956, 
more than a year before the defendants’ first use of Mr. 
Donut (R. 580). This registration was constructive notice 
to the defendants of the plaintiff’s prior nse and claim to 
the mark Mr. Donur heeause the Lanham Act, § 22, 15 
U.S.C. 1072, expressly provides that a registration on the 
Principal Register or under the Act of 1905 shall constitute 
constructive notice of registrant’s claim of ownership of 
the mark. That section states: 


Registration of a mark on the principal register pro- 
vided by this Act or under the Act of Mareh 5, 1881, 
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or the Act of February 20, 1905, shall be constructive 
notice of the registrant’s claim of ownership thereof. 


This section of the Lanham Act was considered at the 
time of the enactment of the Lanham Act, as one of the 
significant advantages of the Lanham Act over earher 
acts. As stated in Commentary on The Lanham Trade- 
mark Act by Daphie Robert, following 15 U.S.C.A. § 1024, 
page 265, 280 1t was stated: 


The greatest single advautage of a principal registra- 
tion is that it is constructive netice of the registrant’s 
¢laim of ownership of the mark. This meas simply 
that so long as a mark remains on the Prineipal Re- 
gister, everyone is charged with notice of the claim 
of ownership, and no rights may be elaimied in the 
mark by another who commenced to use it after the 
registration issued. In faet, uo rights may be claimed 
if the use commeneed after the mark was published in 
the Official Gazette for opposition purposes. Jt means 
that sueh use is an unlawful use and cannot be justified 
by a claim of innocenee, good faith or lack of know- 
ledge. It’s practieal effeet is to give nationwide ef- 
feet to a principal registration, providing notice to 
the intrastate users as well as others, and thereby 
eliminating one of the weaknesses inherent in prior 
statutes. 


The practical importance of this notice provision in 
giving nationwide effeet to the Lanham Act and in foreclos- 
ing defenses of innocent adoption of infringing marks which 
might arise many years later when it wonld be difficult tor 
a plaintiff to disprove claims of innocense by a latecomer 
was soon recognized in Sterling Brewers, Inc. v. Cold 
Spring Brewing Corp., Case 1, 100 F. Supp. 412 (D. Mass. 


1951). The court after quoting from the Commentary of 
the Act, by Daphne Robert, sapra, went on to state: 


The same anthor mn the ‘New Trademark Mannal’ 1947, 
sims up the situation as follows: ‘...This answers the 
question so often asked ‘‘What does my registration 
give me?’’, Up to now, there was good reason for 
asking the question, and lawyers and judges were 
frequently hard put to find a satisfactory answer... 
It’s practical effect is to give nationwide coverage to 
a Federal registration. .. (1)t provides a sense of 
security to the registrant by preserving for him the 
right to expand his market at a later date without 
fear of having it nsurped by a newcomer. The prior 
laws did not enlarge the commonlaw, but the common- 
law to this extent is now supplanted by the statute.’ 


This important feature of providing a registrant with 


a ‘sense of seeurity’’ is subverted if the plaintiff in this 
‘ase cannot rely upon a recorded assignment of a registra- 
tion for notice at least during the period of time that the 
assignment and registration remain prima facie valid in- 
struments. 

However, the district court erroneously deeided that as 
a matter of law plaintiff could not rely upon the Ragsdale 
registration to give defendants coustrnetive notice of the 
plaintiff’s claim of ownership. Although the court aekuow- 
leged the assignnient doenment recited a transfer of good- 
will and that it was reeorded in the United States Patent 
Offiee on July 23, 1956 (R. 580), it concluded that this as- 
signment doenment did not constitute a valid assignment 
beeause 1 was in gross and did not involve transfer of 
eustomer lists, merchandise, equipment, reeipes or goods 
from the assignor. (R. 582). The distriet conrt’s eon- 
elusion of law that the assignment of the Ragsdale Re- 
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gistration was invalid is not only erroneous, but also it 
begs the real question.’ The real question is not whether the 
Ragsdale assignment is valid, but rather, whether the re- 
cording of that assignment nnder the Lanham Act, § 10, 
15 U.S.C. 1060 plaeed defendants on notiee that plaintiff 
claimed ownership under 15 U.S.C. 1072. 

The Ragsdale assignment (Ix. 5) was dulv recorded in 
the Patent Office on July 28, 1956 under the provisions of 
wie Wanhan avet § 10, 15 U.S.C. 1060, which in part pro- 
vides: 


Assignments shall be by instrninents in writing duly 
exeented. Acknowledgment shall be prima facie evid- 
enee of the exeention of an assignment and when re- 
corded in the Patent Office the record shall be prima 
facie evidence of exceution. 


The recorded Ragsdale assignment was therefore prima 
facie evidence of plaintiff’s ownership of the registration 
from its reeording in 1956. By virtue of the recorded as- 
signment, anyone checkmg the Ragsdale Registration 
would find ONLY the plaintiff as owner. And as assignee, 
plaintiff was entitled to the benefits of the Lanham Act, 
§ 22,15 U.S.C. 1072. Thus taken together, the Lanham 
Act, § 10 and § 22, provide simply that one pur- 
portme to be an assignee ean give the world constrnetive 
notice that he elaims an interest in a partienlar registra- 
tion. The district court’s opinion however, would require 
that the assignment be valid and that assignee be prepared 
many years later to withstand any attacks on the validity 
of the aquisition if the assignee wishes to enjoy the benefit 
of the nottece provisions. 


7 We will point out in a subsequent section dealing with defendants’ 
infringement of the Ragsdale Registration why the district court is 
erroneous in holding the assignment invalid. 
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The present ease points up the difficulties presented to a 
trademark owner who wants to maximize his protection. 
Had the plaintiff been aware that the equitable owner of 
the Ragsdale Registration was Jean Ziebell it would have 
songht to obtain the assignment from her and perhaps also 
the estate. But if it had, just how mneh equipment or mer- 
chandise would have to have been taken, and how extensive 
a use of recipes and customer lists would have to have 
been made to preelnde a subsequent challenge? And to 
what extent would plaintiff have to prove this nse to rebut 
evidence if Ziebell with or without approval continued to 
use the mark? And in this connection keep in mind no evid- 
ence was ever offered by defendants that plaintiff did not, 
receive merchandise, customer lists or recipes from the 
estate, and yet the district court concluded from the cir- 
cumstantial evidence ot Ziebell’s continued nse that plain- 
tiff’s acqnisition must have been in gross. 

A comparison of 15 U.S.C. 1072 and 1115(a) suggests 
that the purpose of the construetive notice function of a 
registration is subverted if if is subjected to collateral at- 
tack. 15 U.S.C. 1115(a) which defines the effect of an ‘‘in- 
contestable’’ registration also permits a defendant to prove 
‘any legal or equitable defense or defect...’ to sueh 
registrations. But unlike 15 U.S.C. 1115(a), no provision is 
made in the Lanham <Aet for contesting the construetive 
notice provisions of 15 U.S.C. 1072. It logically follows that 
it was the purpose of the Act to permit a defendant to 
establish certain defenses challenging an ‘‘incontestable’’ 
registration, but it was not the purpose of the Act to permit 
a defendant to challenge the effeetiveness of the construe- 
tive notice provision of the Act. 

Perhaps a registration should not serve as constrnetive 
notice of a claim of ownership under 15 U.S.C, 1072 where 
there is an adjudication or record in the Patent Office that 
rebnis the prima facie claim of exclusive right under 15 
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U.S.C. 1115(a), or where an innocent defendant aeted in 
relianee upon sneh a record. But this is and was not the 
ease in the present civil action. At the time defendants 
adopted their mark Mr. Doxvr the only Patent Office re- 
cords then available to defendants clearly showed the 
plaintiff had exerted every possible claim of ownership 
to the marks Mr. Doxnvr and Mister Donvr, not only 
throngh the acquisition of the Ragsdale Registration 427,509 
Dut also through several peuding applications that later 
matured into registrations uuder which the plaintiff now 
seeks relief. There was in fact no evidence then of record 
which rebutted plaintiff's prima faeie right. And had the 
defendants songht evidenee as to the identity of the time 
owner of the Ragsdale registration 427,509 they could not 
have avoided actual knowledge of the plaintiff's clainn. But 
the defendants did uot seek such evidence, and in fact 
never relied upon the allegation of a defective transfer 
which they now elaim to be so important to their rights. 
To emasculate the notice function of the Ragsdale registra- 
tion 427,509 at a thme when it was prima facie the property 
of plaintiff merely because ten years after the assignment 
was recorded a court found that there was uo transfer of 
enstomer lists., ete., wonld effectively reward the defend- 
ants’ lack of diligence in searching the record. Sueh a re- 
sult elearly thwarts an intended effect of the Lanham <Aet 
whieh is to make ‘“‘actionable the deceptive and misleading 
Meoiiiatkeay. o lanhanr Act, $45; 15 U.S.C, 1127. 

While we believe that the Ragsdale registration, whether 
or not properly assigned, serves as constructive notice of 
plaintiff’s claim of ownership there are other reasons for 
holding that defendants had constructive knowledge of 
plaintiff’s elaim. Constructive knowledge of any other 
Mister Doni registration or record at the time defendants 
adopted Mr. Doxur would preelnde the asserted defense of 
innocence of 15 U.S.C. 1115(b). 
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At the time defendants started to use Mr. Donve the 
Patent Office had already published Registration 668,784 
(Ex. 2) (then Serial number 698,978) in the Official Gazette 
of the Patent Office on November 12, 1957 pursuaiut to the 
Lanham Act § 12(a), 15 U.S.C. 1062(a). (See Nottee of 
Pubheation in Ex. C). This publication of the Official 
Gazette was easily available to defendants under the rules 
of the Patent Offiee (see Trademark Rules of Practice § 
1.12 (1956 Hd.) and under 15 U.S.C. 1057(e). Further- 
more, it would have been found by defendants attorneys 
had defendants asked the attorneys to eheek the availability 
of the mark Mr. Doxer. The attorneys would have made a 
conventional trademark search, either direetly i the Patent 
Office records or throngh a trademark seareh service. In 
either case plaiutiff’s appheation wonld have come to de- 
fendants attention.® The effectiveness of a pubheation nn- 
der the Lanham Act §12(a) to give coustrnetive notice of a 
claim of trademark ownership is not dealt with specifically 
in the Act. However it is logical to interpret a pnbheation 
of a imark nnder section 12(a) as constructive notice of a 
claim of ownership. 

As previonsly noted plaimtiff’s Mister Donut registra- 
tion 668,754 (Ex. 2) was published under Lanham Act, 
§ 12(a) on November 12, 1957 before defendants’ first use 
of Mr. Doxnur on Deecmber 3, 1957. Under Lanham <Aet, 
§ 36(b)5, defendants’ defense of innoeense is valid only if 
(1) their wse was withont knowledge of the registrant’s 
prior use aud (2) their wse was continnous from a date 
prior to registration, Thus, the requirement that defend- 
ants have no knowledge is not tied to the date of plain- 


8 Private trademark search services ordinarily file publications in 
the official gazette for the express purpose of citing them when search- 
ing the records. Further, it is common practice for trademark counsel 
to review the weekly Official Gazette for purposes of drawing the at- 
tention of their clients to relevant publications. See VANDENBURGH, 
TRADEMARK Law & PROCEDURE, pp. 166-7 (1959). 
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tiff’s registrations. Rather it is defendants’ use that is 
tied to plaintiff’s registrations. Thus this portion of the 
statute broadly requires that the defendants be totally free 
of knowledge regardless of the date of registration. Con- 
sequently the finding of the district court (F. 18, R. 581) 
that defendants’ use prior to registration is a defense nnder 
1115(b)5 is in error beeause it failed to consider whether 
the earlier publication of plaintiff’s Mister Donut mark for 
opposition imposed constructive notice on defendants. Un- 
der Lanham <Aet, § 15, 15 U.S.C. 1065, an ineontestable 
status fora registration can only be obtained if the registra- 
tion was ‘‘published’* before the valid nse of a mark in 
any state by another. Simce the right to obtain an incon- 
testable mark under section 15 is keyed to the publication 
date it is logical to consider this same publication date as 
an effeetive date for inmpngning constrnetive notice to a 
careless Jatecomer. 

Nothing im Lanham set, § 22, 15 U.S.C. 1072, requires 
that constructive notice be hmited to the dates of registra- 
tion. And mdeed there is authority whieh fully supports 
plaimtitf’s contention that the punbheation on November 12, 
1957 of plaintiff's Mister Doxvrt registration shonld serve 
as constructive notice of a claim of ownership. In the 
Commentary on The Lanham Trademark Act, supra Daphne 
Robert stated im respect to a second user: 

“Tn faet, no rights may be claimed if the use eommeneed 
after the mark was published in the Offieial Gazette for op- 
position purposes.”’ 

A similar view has also been advaneed in Vandenburgh, 
TRADEMARK Law ANp Procepure, pp. 5d, 06 (1959) where the 
author charts the extension of rights under a federal re- 
gistration, and states an incontestable registration, such as 
plaintiff’s registration (ix. 2,) may preelnde a second user 
whose nse starts after publication for opposition, citing 
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sections 22 and 33(b) of the Act. These views of trade- 


mark commentators have found support in ease law. In 
Aluminum Fabricating Co. v. Season-All Window Corp.. 
160 F. Supp. 41, 46 (S.DIN.Y. 1957) (dictum), the court 
stated: 


Both prior to and under the Lanham Act the party 
secking to limit the registered owner’s rights must 
have adopted the mark prior to the publication of the 
registered mark and without knowledge of the re- 
gistrant’s prior use, 
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Since ‘‘eonstructive notice’’ is a substantive issue which 
is not wholly defined in the Lanham Act we may look to 
California law for guidanee, provided such law is not m- 
consistent with the intent of the Lanham Act to 
fect registered marks .. from mterference by State. 

legislation.”” Under Cal. Bus. & Prof. Code § 14,270 the 
origmal owner was the first to use whether the use was 
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within or beyond the limits of the state. This statute has 
been construed to preclude subsequent infringing use re- 
gardless of whether the latecomer had aetual knowledge 
or had fraudulent intent. See Stork Restaurant v. Sahati, 
166 F. 2d, 348 (9th Cir. 1948); Western Stove Co. v. 
Creorge D. Roper, 82 F. Supp. 206 (D.C. Cal. 1949). Surely 
if under California law actual knowledge is unnecessary to 
afford rehef to the owner of a trademark and the owner 
is the first to use, official pnbleations intended to give 
notice aud publicly available reeords of plaintiff’s first 
use and acquisition of Mr. Donur should function as eon- 
strnctive notice to defendants of plaintiff’s prior claim. 
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Any Intrastate Activinies Or Tue Drrexnpants Waicu 
AFrect THe Puatntirr’s FEeperaALLy ReGisterep TRADE- 
MARKS .\RE Proscripep By Tire Lanuam Act. DEFENDANTS’ 
InvrastaTe Use Or A Marx ConFUSINGLY SimiLar To Puarn- 
nirF’s Recisterep Mark Is SuBsTaNTIALLY IAFFECTING Ix- 
TERSTATE COMMERCE StNcE (1) Puarnrirr Is Activety Ex- 
GAGED [x Tue Business Or SEEKING FrRancuises IN ORANGE 
County Cauirornia, (2) Ar Least Trree Prospective 
Francnisces []ave Disconmixvep Deatine With Tye Puaix- 
tirF Because Or THe Derenpants’ INTRASTATE ACTIVITIFS, 
Awnp (3) Puatntirr Is ALreapy Operating At Least Five 
Mister Donut Stops Iy Canirornia. 


It is now well settled that the Lanham Act proseribes 
infringements committed in purely mtrastate commerce if 
such infringements affeet mterstate commeree. This prin- 
eiple was recognized in this eirenit in Stauffer v. Exley, 
ere G2 (Ot Cin 1950). 

In the present civil action the defendants admit that 
their mark is confusingly sinular to plaintiff’s registered 
trademark, but argue that their activities are purely local 
and are not such as to affeet interstate commeree. As there 
is no substantial dispute as to the facts, the issue to be 
resolved is whether the distriet court was correct in hold- 
ing defendants’ intrastate use of a mark confusingly simi- 
lar to plamtiff’s, as a matter of law, affects commerce 
within the meaning of the Lanham Act. In the Stauffer 
ease, this Court stated the gnidelines to be followed in 
measuring the jurisdictional extensions of the Lanham Act: 


Under the present Act, however, it need only be 
proved that the infringer has used the copy or imita- 
tion in commerce which Congress has power to regu- 
late. An infringement committed in intrastate com- 
merece but affecting interstate commerce could elearly 
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be regulated by Congress and thus would be within 


the present Act. 


This court has therefore decided that Jurisdiction exists 
if the defendants’ activities affect interstate commerce 
without reference as to whether or not the effect is sub- 
stantial. Such broad interpretation of the Lanham Act has 
been widely accepted. Stecle v. Bulova Wateh Co., 344 US. 
280 (1952). Ramirez &@ Feraud Clali Co. v. Las Pabnas 
Food Co., 146 F. Supp. 594 (S.D. Cal. 1956). See also 
Robert, Commentary on Lanham Trade-Mark Act, follow- 
ing 15 U.S.C.A. 1024, pp. 268, 269. But see, Phere Iroods, 
Ine. v. Minute Mard Corp., 214 F. 2d 792 (oth Cir. 1954), 
cert, dented 348 U.S. 888 (1954). 

The plaintiff already has been directly affeeted by the 
defendants’ infringing use of the mark Mr. Donur because 
prospective California franchisees Parker, Messinger and 
Sullivan have refused to purchase franchises from the 
Massachusetts plaintiff until this matter is resolved. It is 
hard to nnagine how much more plaintiff’s interstate busi- 
ness can be affected than to have prospective franchisees 
refuse to buy franchises because of the defendant. But 
the distriet court totally ignored this most direet evidenee 
of damage to the plaintiffs registrant’s mterstate busimess 
and did not even make a finding relative to it, althongh 
specifically requested in proposed findings offered by the 
plaintiff (R.568). Moreover, the plaintiff’s growing busi- 
uess of promoting franchises in California in direet com- 
petition with the defendants’ business was also completely 
ignored by the distriet court. And while plaintiff presently 
operates five shops in the San Franeisco area, there is 
uneontradicted testimony that it has been unable to do so 
in Los Angeles and in Orange County beeanse of defend- 
ants. Under these cirenmstanees it is plainly obvious that 


defendants’ Jocal acts will whittle away plaintiff’s inter- 
state business. Stauffer v. Kaley, supra. 

Decisions in other circuits are m accord with the guide- 
lines of Stauffer and indicate jurisdiction exists in cases 
less compelling than the instant one. In Dawn Donut Co. 
v. Hart’s Food Stores, Inc., the Seeond Cireuit expressly 
held that when the registrant prior user could properly 
show its intent to enter doughnut retailing in New York 
in competition with the later user, the later user would be 
enjoined from using the infringing mark. The operation 
of a single motel under a mark similar to the plaintiff who 
franchises its name to a large uumber of motel operators 
in various states was held to affeet commerce in Lyon vy. 
Quality Courts Usted, 249 F.2d 790 (6th Cir. 1957). In 
the Lyon ease the court fonnd for the plaimtiff on a notion 
for summary judgment even though there was no finding 
that plaintiff actually lost business as im the instant ease. 
In fowa Farmers Union v. Farmers’ Educational & Coop. 
Union, 247 F.2d 809 (8th Cir. 1957) the court held defend- 
ant’s operation of u single local union competed tor mem- 
berslip with plaintiff’s interstate organization, even though 
there was no elear finding that plaintiff operated unions in 
proximity to defendant’s union or that plaintiff actually lost 
business. Consequently defendant’s action was held to vio- 
late plaintiff’s federally registered trademark. In Pure 
Food v. Minute Maid Corp., defendant's local sales of meat 
produets to retailers under a mark contusingly similar to 
plaintiff’s was considered an infringement of plaintiff's 
registered trademark, where plaintiff was engaged in inter- 
state commerce. Aguin, there was no finding here of direct 
loss of business. In Steele v. Bulova Wateh Co., the defend- 
ant, a resideut of Texas, was amenable to the proseriptions 
of the Lanham Act even though all manufacture and sale of 
watches under the infringing mark ‘‘Bulova’’ took place in 
Mexieo. In affirming that deeision, the Supreme Court rec- 
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ognized the broad appheations of the Lanham <Aet to aetivi- 
ties in which defendant purehased component parts of 
watehes in the United States, and in which spnrious watehes 
filtered imto the United States. The Court also aeknowl- 
edged the possibility that defendant's activities eould reflect 
upon plaintiff. There was no finding, however, that plaintiff 
had actually lost business. In National Tuberculosis Ass’n 
v. Sumamd Co. T. & il Ass'n, 122 F. Snpp. 6549(N DeGiie 
1954) the defendant’s use of plaiutiff’s monogram in a 
single county for charitable purposes was held to interfere 
with plaintiff’s nse of the mark in interstate ecommerce. In 
Admiral Corp. v. Penco, Ine., 106 F. Supp. 1015 (WDE NY? 
1952) defendant’s imtrastate use of plaintiff's federally 
registered trademark was held to eome within the juris- 
dietion of the Lanham Aet. In Time lie. v. Life Television 
Corp,, 125 F. Supp. 470 (D. Minn. 1954) defendant's opera- 
tion of a single retail store seling T. V. sets was deemed 
to make defendant amenable under the Lanham Act for in- 
fringing plaintiff's trademark Lire which was used on its 
national magazine and in counection with a television sta- 
tion whieh it partially owned. 

Jn Cole of California vy. Collette of California, 79 U.S.P.Q. 
267 (D. Mass. 1948) defendant’s local sales were held to 
infringe plaintiff's registered trademark, the court stating, 
“it is immaterial that defendant is engaged only m 
loeal sales in view of the faet that those loeal sales ad- 
versely affeet plaintiff's interstate sales, 7d. at 268. In 
Bavarian Brewing Co. Ine. vy. Anheuser-Busch, Ine., 150 
F. Supp. 210 (8.D. Ohie 1957) defendant was enjoined even 
though it was not operating im plaintiff's area but had 
merely expressed an intent to so expand its operations, 

The defendants nrge that the etfeet of defendants’ aetivi- 
ties on interstate ecommeree must be ‘substautial.’” But 
this is contrary to the Stauffer ease as well as the thrust of 
the Steele case and is obviously inconsistent with con- 
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gressional intent.2 Furthermore, decisions under other 
statutes clearly indicate that where Congress intends to 
control commeree which it may lawfully regulate, all intra- 
state ecommerce which affects interstate commerce may be 
controlled. Local 167, IBT et al. v. United States, 291 U.S. 
293 (1933) [Sherman Act violated by intrastate mounopoli- 
zation of poultry sales and use of poultry coops|; Santa 
Ge mma Prack Co, vONERB, 303 U.S.3 (1937) [Na- 
tional Labor Relations Act violated by company purely in 
intrastate business mterfering with employees joining or 
forming a union]; United States v. Darby. 312 U.S. 100 
(1941) [Fair Labor Standards Act violated by intrastate 
employment of workers at other than minimum wages to 
make goods that may be shipped im interstate commerce]. 

The coneept that commerce must be substantially affected 
appears to stem from cases decided before the enactment 
of the Lanham Act with its broad jurisdictional sweep. See, 
Pre Ow +. Paton OW Co., 127 F.2d 6 (2nd Cir. 1942). 
But even these cases mdieate that all that is required is a 
‘asual relation between defendant’s mtrastate activity and 
plaintiff’s interstate business to bring it within the ambit 
of Congressional regulation. In the Pure Oil case, defend- 
ant’s operation of a single gas station selling 95 per cent 
of its products to local customers was deemed ‘‘not plamly 
nnsubstantial’* in a well-reasoned opinion by Learned Hand, 
in which he stated: ‘‘. .. the amount does not matter if 
pro tanto the business violates the Aet.’* Indeed, earher 
eases even recognized the right of plaintiff-registrant to 
stop a defendant before it had even used its name in mtra- 


9 The legislative history includes the following: “There can be no 
doubt under the recent decisions of the Supreme Court of the constitu- 
tionality of a national act giving substantive as distinguished from mere 
procedural rights in trademarks in commerce ... and... a sound 
public policy requires that trademarks should receive nationally the 
greatest protection that can be given them. (S. Rep. No. 1333, 
U. S. Code Congressional Service, 79th Cong. 2nd Sess. 1946, p. 1277) 
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state commeree. Mere organization under corporate law 
of a company having a name confusmely similar to plaim- 
tiff’s was actionable. Stardard Oil Company of New Mexico, 
Ine. v. Standard OU Company of Cal., 56 ¥.2d 973 (0th 
Give, WSR), 

The District Court erroneously relied upon Fairway 
Foods, Inc. v. Fairway Markets, Inc., 227 F.2d 193 (9th 
Cir. 1955) im concluding that the defendant’s activities did 
not come within the prohibitions of the Lanham Act. That 
case and eases similar to it, such as Peter Pan Restaurants, 
Inc. v. Peter Pan Diner, lue., 113 U.S.P.Q. 481 (D.R.1. 
1957), are plainly distingnishable on their facts. In those 
eases it was considered conclusive that no evidenee was 
presented that defendant’s sales were other than exclu- 
sively to loeal residents. Here there is evidence that a sub- 
stantial number of occupants of cars having out-of-state 
eenses entered defendants’ Mr. Donur shops. In those 
eases, moreover, there was no evidence that defendants’ 
intrastate sales had even a remote or mdirect effect upon 
interstate eomnieree, let alone the aetivities of the trade- 
mark registrant. On the other hand, in the present case, 
detendauts’ intrastate sales under Mr. Done have directly 
affected plaintiff’s intrastate franchismg. John KE. Sulh- 
van, a Californian in open court, and Carlos W. Parker, a 
resident of Towa and his daughter, a resident of California, 
have testified that they are not interested im obtaining a 
California franchise from the plaintiff beecanse of the de- 
fendants’ activities. Regardless of whether the defendants’ 
sales are wholly local it is perfectly obvious that those sales 
have preeluded the plaintiff from selling franchises in Cah- 
fornia. How much more effect defendants intrastate ae- 
tivities must have on the plaintiff before the Lanham Act 
applies is hard to imagine. But where franchises sell for 
approximately $25,000.00 and three people have already in- 
dicated that they don’t want to purehase plaintiff’s fran- 
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ehises because of the defendants’ activities it is perfectly 
apparent that the amounts involved far exceed even the 
minimal jurisdictional amounts of $10,000.00 required in 
ordinary diversity cases. 

Congress intended to maximize the effect of the Lan- 
ham Aet through the commerce clause of the Constitution. 
“*Commerce’* is defined in the Lanham Act, 445 (15 U.S.C. 
1127) as: **. .. all commerce which may lawfully be regu- 
lated by Congress.’* And in the same section the ‘Intent 
of the Act’? was defined in part as: 


“The intent of this Act is to regulate commerce 
within the control of Congress by making actionable 
the deeeptive and misleading use of marks in such 
comnmeree; to protect registered marks used in such 
commerce from interference by State, or territorial 
legislation; to protect persons engaged in such com- 
merece against unfair competition; to prevent fraud 
and deception in such commerce by the use of repro- 
ductions, copies, counterfeits, or colorable inutations of 
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registered marks;... 
Since these definitions make it abundantly clear that Con- 
gress intended to exercise all its rights under the commerce 
clause, the decisions of the Supreme Court in recent eivil 


rights cases which define the extent of this power are quite 
relevant, notwithstanding the opinion of the district court 


that they are not applicable, ‘‘. . . beeanse the court was 
dealing with a specific statutory provision ...'’ (R.583). 


If Congress intended to exercise its full powers in the Lan- 
ham Act it should follow that if the Supreme Court con- 
cludes that Congress has the power in an unrelated statute 
to regulate commerce of the type in which the defendants 
are engaged, that such activities also come within the pro- 
hibitions of the Lanham Act. In these cases, Katzenbach v. 
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MeChiig, 879 U.S, 294 (1964) ; Heart of Atlanta Motel, Ine. 
vy. United States, 379 U.S, 241 (1964), the Supreme Court 
concluded that Congress did have the power to regulate 
commeree of the type in which the defendants were en- 
gaged. Consequently, if Congress has the power to require 
aun Alabama restaurant owner who sells only to Whites to 
also serve Alabama Negroes inside his restaurant, surely 
Congress has the power to authorize this court to require 
a Californma snack bar owner not to use the trademark Mr. 
Doxur in connection with the operation of his shops where 
the mark is demonstrably confusmg and has caused damage 
to the owner of the Federally registered trademark Mister 
Donur. Whatever vitality remains in eases such as the 
Fairway Foods case and the Peter Pan ease after these 
recent eivil rights decisions of the Supreme Court need not 
be eonsidered beeanse those cases, as indicated above, are 
clearly distingnishable on their facts. In the present case 
defendants’ operations are directly in interstate commerce 
because approximately 5% of the ears that stop at the de- 
fendants’ shops bear out-of-state license plates. And while 
the district court didn’t make a specifie finding to that 
effect, it did coneede that there were at least a few eus- 
tomers driving to defendants’ shops in automobiles bear- 
ing non-California heense plates who were regular ecus- 
tomers (R.581). 

Defendants also stipulated that a number of enstomers 
were Marines in uniform (R. 395). Since the aetivities of 
viniformed Marines, including their eommereial activities, 
are obviously regulable by Congress, the defendants’ sales 
to those Marines come within the definition of commerce 
under the Lanham Act. 
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SINCE THE RacspaLE Recistration Was AssicNep By a Docv- 
MENT Recirinc TRANSFER OF GOODWILL FROM THE REcor»D 
TiTtLe HoLper To THE PuLaintirr As a Bona Fipe PurcHase 
FOR VALVE WHiLe Tris Mark Was ActcauLty ix Use anp 
GENERATING GOODWILL, THE PLAINTIFF ACQUIRED VaLip TITLE 
TO THE RacspaLe REGISTRATION. 


The district court held that defendant did not infringe 
the plaintiff's Ragsdale registration 427,509 because the 
assignment of the registration was ‘‘... in gross and con- 
veyed no title or trademark rights to plaintiff’? (R. 4580, 
982). This erroneons conelusion of law is based on a mis- 
understanding by the district conrt of the relevant law. 
The district court believed, becanse there was no transfer 
of a enstomer list, merehandise, equipment, recipes or 
goods from the assignor when the Ragsdale registration 
was assigned to the plaintiff that there was no goodwill 
assigned even though the assignment docnment recited 
transfer of goodwill. (Ex. 5) But the district court over- 
looked the facet that since the mark was in use at the time 
of the assignment (R.579) that it was generating goodwill ; 
that the record title holder at the time of the assignment 
was the estate of Finis Ragsdale; that at the time of the 
assignment the plaintiff was an innocent purchaser for 
valne; and, that at the time of the assignment no previous 
assignments to Mrs. Ziebell had been recorded and there- 
fore any interest in Mr. Doxvr which she may have ac- 
quired was void as against the plaintiff as a snbseqnent 
purchaser for value consideration without notice under § 10, 
Tanham Act, 15 U.S.C. 1060. 

The district court made extensive findings (R.579) that 
Ragsdale’s Mr. Donvr operation was transferred from Mr. 
Ragsdale in 1951 to Mr. Cohen and from Mr. Cohen to Mrs. 
Jean Zichbel]l. The Mr. Donut mark was then used continn- 
onsly by Mrs. Jean Ziebell from February 1951 until 1959 
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in the exact form of the Ragsdale registration, continuously 
generating goodwill in the business originally established 
by Ma. Ragsdale. In the middle of this period of contimious 
use by Mrs. Jean Ziebell the plaintiff acquired record title 
to the Ragsdale registration 427,509 by an assignment 
which recited the transfer of goodwill trom the estate of 
Finis Ragsdale for $100.00, which assignment was recorded 
in the United States Patent Office on July 23, 1956 (R. 580). 
No evidence was offered at any time that plaintiff was any- 
thing other than a bona fide purchaser for value.’® 

Since the Ragsdale mark was in use at the time of the 
assigninent to the plaintiff, goodwill existed, and therefore, 
the only issue before this Court relevant to the transfer 
was whether the assignment document (Ex. 5), which in 
faet recited the transfer of goodwill to the plaimtiff, did 
in faet transfer the then existent goodwill even though 
there was no actual transfer of customer lists, merchan- 
dise, equipment, recipes or other goods from the assignor. 

Goodwill is defined in part in Buackx’s Law Dictionary 
(4th Hd.) as: 


‘*GoopwILL, Something in business which gives rea- 
sonable expeetancy of preferenee in race of com- 
petition. The custom or patronage of any estab- 
lished trade or business; the benefit or advantage of 
having established a business and secured its patron- 


10 Not only did the defendants fail to impugn the innocence of the 
plaintiff in purchasing the registration, although it had ample oppor- 
tunity to contradict plaintiffs assertions that it innocently purchased 
the registration when plaintiff learned the Ragsdale registration was 
blocking its own application for registration of Misrer Donut, but 
it also failed to take depositions during the ample pre-trial discovery 
period of Mrs. Ragsdale, executrix of the estate of Mr. Ragsdale. It 
further failed to follow up answers to its own interrogatories that plain- 
tiffs counsel and Chairman of the Board Harry Winokur were the 
most knowledgeable persons of the facts and circumstances surrounding 
the acquisition of this registration. 


age by the public. The advantage or benefit whieh is 
nequired by an establishment, beyond the mere value 
of the eapital, stoeks, funds, or property employed 
therein, in consequenee of the general publie patron- 
age and eneourngement which it reeetves from eon- 
stant or habitual customers, on acconnt of its loeal 
position, or eommon celebrity, or reputation for skill 
or affluence or pnuctnality, or from other aeceidental 
cireumstanees or necessities, or even from aneient par- 
tialities or prejudices. It means every advantage, 
every positive advantage, that has heen aequired by a 
proprictor in carrying on his business, whether con- 
neeted with the premises tu whieh the business is eon- 
dueted, or with the name under which it is managed, 
or with any other matter earrying with it the benefit 
of the business.” 


Sinee goodwill is thus defined as an intangible asset, it 
follows that a physical transfer of customer lists, merchan- 
dise, equipment, reeipes or goods is not necessary for a 
transfer of goodwill. What is important is that patronage 
existed at the time of the transfer whieh could inure to the 
plaintiff's benefit. Aud merely beeause that patronage was 
heing generated in the tradeniark Mr. Donut through sales 
made in the Everett, Washington store by Jean Ziebell 
rather than the estate of Finis Ragsdale doesn’t lessen the 
existenee of that patronage or its goodwill. Since plaintiff 
bonght the Ragsdale registration from the estate of Finis L. 
Ragsdale in 1956 as a bona fide purchase for value without 
any prior knowledge of the 1951 sales to Cohen and Ziebell 
and duly reeorded the assignment document in the Patent 
Office, the assignment comes squarely within the scope of the 
assigninent provisions of the Lanham Aet, § 10, 15 U.S.C. 
1060 supra, which provides in part : 
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“An assigninent shall be void as against anv subse- 
quent purehaser for a valuable consideration without 
notice, wiless it is recorded im the Patent Offiee within 
three months after the date thereof or prior to such 
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subsequent purehase ... 


Beeause Harold Cohen and Jean Ziebell did not reeord 
their claimed assiguments in the trademark Mr. Doxet 
from Finis L. Ragsdale withm the time limit specified, 
such assignments are void as against the plamntiff’s assign- 
ment which was in facet duly recorded. Consequently plain- 
tiff has reeeived good title under the Lanham Aet, § 10. 

The situation presenting itself here is exaetly the type 
of problem with which the Lanham Aet, ¢ 10, was intended 
to deal. The problem would have been a little more ob- 
vious had the situation arisen under slightly different but 
legally identical cireumstanees. For example, a representa- 
tive of the plaintiff on passing throngh Everett, Washing- 
ton, might have seen the donut operation without having 
spoken to Mrs. Ziehbell or Myr. Cohen in 1956 and coneluded 
that the mark was desirable. On return to Massachusetts 
the representative might then have ehecked the federal 
records to determine ownership of the Ragsdale registra- 
tion. On finding the owner was the estate of Finis L. Rags- 
dale an approach to the estate of Finis L. Ragsdale wonld 
have been made. It’s obvious that the plaintiff would deal 
with the reeord title holder under sneh cireumstanees. As 
« matter of facet, had Cohen and Ziebell properly recorded 
an assiguiment of the mark Mr. Donut in the Patent Office, 
the plaintiff would have attempted to purchase the mark 
from Ziebell rather than from the estate of Fins L. Rags- 
dale. What the defendants are trying to do here ts to eseape 
the econsequenee of their infringement by relying upon the 
negligence of the third party Ziebell. We see no reason for 
rewarding the defendants beeause both they and Mrs. Zie- 
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bell were neghgent while the plaintiff was in fact diligent 
and did everything it could to locate the registration owner 
and aeqnire proper record title. 

Recording statutes sueh as these are of course quite com- 
mon in real estate, and superior rights of a bona fide pur- 
chaser over those of a sleeping earlier purchaser who fails 
to record his assignment at the proper time is well known. 
Tn the present case it is particularly unfair to penalize the 
diligent bona fide purchaser plaintiff who recorded its pur- 
ehase when the lackadaisical, infringing defendants are 
trying to assert rights of unrelated persons years ago in 
the State of Washington as a loophole for escaping the 
conseqnences of their infringement. Thus, the evidence of 
Cohen and Zichell merely establishes that there was con- 
tinnons operation in the State of Washington, generatmg 
goodwill under the naine Mr. Doxur and that the only 
proper recorded assignment of the mark and the goodwill 
appurtenant thereto was from the Finis L. Ragsdale to the 
plamtiff. 

The defendants have attempted to show that there was 
no transfer to the plaintiff of the trademark Mr. Donut 
with goodwill by showing there was no transfer of prop- 
erty; but the failure to transfer property is irrelevant to 
the issne of whether or not there is a transfer with good- 
will, In J. C. Hall Co. v. Hallmark Cards, lne., 340 F, 2d 
960 (C.C.P.A. 1965) the Court of Customs and Patent 
Appeals stated: 


‘Tt is a matter of no signifieant import with reference 
to its impingement npon the validity of the assignment 
and the rights acerning to appellee thereunder that 
the assigmment was accomplished through an inter- 
mediary or that no tangible assets were transferred 
thereunder nor that the assignor held the mark only 
one day prior to assignment the mark to appellee.”’ 
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See also, Black Panther Co., Inc. vy. Cook Chemical Co,, 277 
F.2d 177 (C.G. PsA, 1960); Hy-Cross Hatchery imac 
Osborne, 303 F.2d 947 (C.C.P.A. 1962). Nor isitietemn: 
significance in the failure to transfer customer lists. Blan- 
chard Importing Co, v. David Sherman Corp., 146 U.S.P.Q. 
139 (T.T. & App. Bd. 1965). The defendants must in fact 
show that Finis Ragsdale or his successors did not use the 
mark Mr. Doxvr and therefore, goodwill terminated long 
prior to the transfer to the plaimtiff. This they clearly 
failed to do, and in fact, proved just the opposite. It is 
not inemnbent upon the plaimtiff fo show the transfer was 
with goodwill or that if was i use by the assignor. Cortes 
v. Schenley Distillers, Inc., 141 U.S.P.Q. 668 (T.T. & App. 
Ba. 1964). 

As the legitimate owner of the Ragsdale registration the 
plaintiff is entitled to an injimetion restraining use of the 
identical mark by defendants whose use did not start until 
ten vears after the Ragsdale registration issued and more 
than a year after plaintiff became reeord title holder. 
(15 U.S.C. 1051). 

The validity of the Ragsdale registration was never 
actually challenged by the defendant im any document or in 
any oral testimony. The only attack on the Ragsdale regis- 
tration was the collateral attack on the assignment. But 
whatever infirmity may have occurred some ten years ago 
in the course of plaintiff’s acquisition of the mark Mr. 
Donut and the Ragsdale registration, the plaintiff cured 
before defendant’s infringement. In fact, the plaintiff actn- 
ally used the mark Mr. Doxvur prior to the acquisition of 
the Ragsdale registration and filed its own appheation for 
registration of the mark Mr. Doxur on Augnst 24, 1955 
(Ex. 7). That the plaintiff decided not to use Mr. Donut in 
the exact configuration shown in the Ragsdale registration 
and confined its use to a regular but sporadic use for pur- 
poses of exercising ownership rights in the mark Mr. Do- 
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xvt, should not lessen the plaintiff's proprietary right in 
the mark Mr. Donut which is the dominant portion of the 
Ragsdale registration. See, .t{lford Mfg. Co. v. Alfred Elec- 
promcs, 136 U.S.P.Q. 390 (T.T. & App. Bd. 1963), aff’d 142 
is.P.Q. 168 (C-C.P.A. 1964). 


Even [ry THis Court Concuuptes THat tHe Racsvate Reats- 
TRATION $27,509 Was Not INFRINGED and THE RECORDED 
ASSIGNMENT OF [T To PLarntirr Cannot Function As Con- 
strvetiveE Notice To DrErenvants or PLaintirr’s Prior 
CLAIM OF OWNERSHIP OF THE Marx ‘MR. Donut’? THE DE- 
FENDANTS’ Use or THE Marx ‘‘Mr. Donut’? SuHoutp BE 


LIMITED TO THE StNGLE SHop Opened By Tue DEFENDANTS 


7? 


Prion To THE IssUANCE OF THE PLAINTIFF'S INCONTESTABLE 
Registrations 683,370 anv 668,784. 


Defendaits admit that the only Mr. Donut shop in 
operation before plaimtiff’s incontestable registration 668,- 
784 (Ex. 3) issued was their Mr. Donut Shop No. 1 whieh 
opened in Costa Mesa, California on or about December 3, 
1957. 

The fifth defense under 15 U.S.C. 1115(b) expressly pro- 
vides that the defense of adoption without knowledge is 
available only for ‘... the area in which sneb contmuons 
prior use is proved.’’ Consequently the defense of inno- 
cence is not available for defendants’ shops which opened 
after Oetober 21, 1958, the date of issuance of Registration 
668,784 in different trade areas. Defendant D. K. Jones 
admitted that cach shop the defendants opened after the 
first of necessity operated in a different area in order to 
avoid direct competition for identical customers. During 
the conrse of the trial he testified his first shop was ap- 
proximately five miles from the next closest shop; that he 
selected each shop in a different trade area so that these 
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trade areas would not overlap and that the customers for 
each shop come from within 2 or 3 miles radius of that 
shop (RT. 371, $72). Consequently, defendants’ only use 
of the mark Mr. Doxvur before issnance of the plaintiff’s 
meontestable registration 668,784 on October 21, 1958 was 
the trade area with a radius of two or three miles from 
the first store at 185 Kast 17th Street, Costa Mesa, Cali- 
toruta. The very terms of the statutory defense upon which 
the defendants rely prohibits these defendants, who have 
shown use only in one loeal shop before plaintiff aequired 
its registration, to balloon the trade area normally at- 
tributed to that one local shop serving an area of 10 more 
than two or three miles to the entire area of Southern 
Cahfornia, or even Orange County, as the distret court 
seems to be suggesting. Having selected a mark previously 
owned by another, a ngid requirement that the defendants 
be confined to the specific area in which its first shop oper- 
ated is not Inappropriate. Cf. Food Center, Ine. v. Food 
Faw Stores, Pre, 242 F. Supp. 785 (D. Mass. 196g). 8/onn 
R. Thompson Co, v. Holloway, 366 F.2d 108 (5th Cir. 1966). 
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THe Purpose oF THE Lanuam Act To Make ACTIONABLE THE 
Deceptive and Misteapnc Use or Reeisterep Marks anv 
To Prevent Conrusion AMONG THE PuRcIiAsING PuBLic AND 
To AFFoRD Maximum NavTioNaL Protection To 4 REGISTRANT 
Is Best Servep By Preventing Contemporanrous Use By 
THE LATECOMER DEFENDANT oF Mr. Donut, WHERE THE 
PLAINTIFF AND Its NEARLY Two Hunprep Francisees Took 
Every Step Posstsue to AcauirE A NavionwiDE RIGHT anp 
TITLE 1N THE Marks Mr. Donut anp Mister Donvir anp To 
Pur tHe Worup on Notice or Puaintirr’s CLAIM oF OWNER- 
snip oF Mr. Donut axnp Mister Donur, Win we tHe DEeFEND- 
ant TorauLy FarLep tro TAKE Kven toe Most HLEMENTARY 
Precavtions to Determine WHETHER orn Not THE Mark 
Mr. Donut Was AVAILABLE. 


A national registration system serves a number of pur- 
poses. Weighing the acts of omission by defendants against 
the positive steps taken by plaintiff under the Act to pro- 
teet Mister Doxvt in the light of these purposes requires 
a eonelusion that the defendants must be enjoined from 
further infringing use of Mr. Donut. 

When a person wants to begin using a partienlar trade- 
mark or trade name, he can cheek the publie records of the 
United States Patent Office to see if any mark confusingly 
similar has been registered or an appheation filed for regis- 
tration before that person commences promoting his busi- 
ness nnder a mark which a prior user can stop that person 
from using. When a person discovers that there is an 
outstanding prior registration that would interfere with 
his intended use of the mark and he still wants to nse the 
mark, he ean econtaet the owner of the registration and 
obtain whatever rights he needs to enjoy the exclusive use 
of the chosen mark. And that is exaetly what plaintiff did 
here. When plaintiff discovered that there was an outstand- 
ing registration of Mr. Donut, plaintiff contacted the owner 
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of the registration and obtained all rights in the registered 
mark. 

If a person after mvestigatmg the United States Patent 
Offiee records and elearing up any possible obstacles to 
exelusive use of the chosen mark in commerce learns that 
he has the exclusive rights to the chosen mark, he ean apply 
for registration of that mark. The Patent Offiee will not 
grant the registration until publishing the mark for oppo- 
sition by someone like a prior user who would be damaged 
by the registration. Aud if a person with a registration 
continues to use his mark for five years, he ean apply to 
have his registration made incontestable and conclusive evi- 
dence of his exelusive rights to use the mark, subject to 
the seven enumerated defenses in seetion 83(b). That is 
what the plaintiff did. 

After taking all the possible steps plaintiff could to 
insure that any adverse claimant to Mister Donet had 
notice of plaintiff’s claim of exclusive ownership, plaintiff 
proceeded to develop a tremendous business under its regis- 
tered mark that has been expanding nationally progres- 
sively outward from its place of origin in Massachnsetts 
in 1955. Now, more than ten years and many Mister Donut 
shops later, when plaintiff is franchising in Califormia, the 
sleeping defendants who apparently never spent the $25 
or $30 or less for a search of the United States Patent Office 
reeords baek in 1957 which would have put them on aetnal 
notice of plaintiff's claim to ownership of Mister Donut 
and Mr. Donut aud never opposed any of plamtiff’s regis- 
trations of Mister Doxvr or sought to cancel even one of 
these recistrations, now clann that their negligence or non- 
feasance should be rewarded by allowing them to contmue 
to use the mark Mr. Donut. Rewarding defendants in this 
fashion not only would render useless the diligence of plam- 
tiff, but would also perpetuate a sonree of confusion to 
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the consuming public and would impair the property rights 
of scores of independent businessmen owning Mister Donut 
franchises, Such a result would frustrate fundamental pur- 
poses of the Trademark Act of 1946 in stimulating pro- 
spective users of marks to check them in the United States 
Patent Office first and of enabling a registrant to rely on 
his incontestable registration as conclnsive proof of his 
exclusive right to use the mark im commerce and promote 
his business under that registered mark. Moreover, it 
would encourage individnals not to search the Patent Office 
records and not to take reasonable steps to see if a mark 
is available for adoption. Fundaniental principles of equity 
and consisteney with the statutory purpose of the Lanham 
Act require that the napping defendants be enjoined from 
further infringing use cf Mr. Donut and additionally bene- 
fiting from the goodwill associated with plaintiff’s Mister 
Donvt promoted over a period of nearly ten years, good- 
will built up to its present high value through the expendi- 
ture by plaintiff of sonsiderable effort, time and money." 


11S. Rep. No. 1333, U.S. Code Congr. Ser., 79th Cong., 2d Sess. 
1946, p. 1274 which recommended passage of the Lanham Act, in part, 
stated: “The purpose of this bill is... to eliminate judicial obscurity, 
to simplify registration and to make it stronger and more liberal, to 
dispense with mere technical prohibitions and arbitrary provisions, 
to make procedure simple, and relief against infringement prompt and 
effective.” See also footnote 9, infra, p. 37. 
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Unber tre AppiuicaBLeE Sratutory Law or THE STATE OF 
CALIFORNIA, THE Puarntirr Is THE OnicgrnaL OWNER OF 
i, 


Because Ir Frrsr 
Apopren Tirese Marks Bevonp tre Limrrs or Canivornta: 


“Mister Donut’? anp ‘Air. Donut’ 


AND As TITE First Owner Lr ls EntirLen By tHE APPLICABLE 
Laws OF THE STATE OF CALIFORNIA TO AN IngUNCTION 
AGAINST Furtier Usr or an [xrrineine Marx By tie Ds- 
FENDANTS RecarpDLess of WiteTHER THE DEFENDANTS KNEW 
OF THE PLarntire’s Marks av tie Time THevy Startep Terr 
Inrrincing Use. 


At the time the defendants first started to nse their 
infringing trademarks in the State of California and at 
the time this civil action was tried, Cal. Bus. & Prof. Code, 
Div. 6, § 14,270, provided: 


“Original owners. Any person who has first adopted 
and used a trademark, whether within or beyond the 
limits of this State, is its original owner.’’ 


This section of the Statute found its roots im the com- 
mon law as originally interpreted in this State in Derringer 
v. Plat, 29 Cal. 292 (1865). Im the Derringer case, the Sn- 
preme Conrt of California construed the common law as 
heme affirmed by Section 9 of the Statute of 18683 whieh 
was then in force and provided: 


“That the person who has first adopted and used a 
trademark, whether within or beyond the limits of this 
State, shall be considered its original owner, with full 
rights of property, and entitled to the same protection 
by suits of common law as in the case of other personal 
property.’’ (Id. at 298). 


In the Derringer case, detendant was enjoined from in- 
fringmg a trademark of a plaintiff which was first used 
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outside of the State of California. This broad interpreta- 
tion has been consistently followed by both state and fed- 
eral courts in applying California law. This Court had the 
occasion to review Section 14270 in Stork Restaurant v. 
Sahati, 166 Fed. 2d 348 (9th Cir. 1948). In this case, an 
owner of the New York Stork Club which operated only in 
New York, was entitled to an injunction foreclosing fur- 
ther use of its trademark by a smal] bar in San Francisco. 
In rejecting contentions that the defendant’s use was with- 
out fraudulent intent, the court approvingly quoted the 
Restatement : 


“The Actor may be enjomed for the tutnre despite 
the fact that he adopted and used his designation i 
ignorance of the other tradenark.’’ (emphasis added) 


The mnocenee and lack of knowledge of the plaintiff’s 
prior adoption of the mark was also held irrelevant in this 
State in several other cases. See, Hall v. Halstrom, 289 
P. 668 (Cal. D.C. 1930), and eases cited; Evelyn Woods 
Reading Dynamics Institute v. Zimmerman, 184 U.S.P.Q. 
475 (N. Cal. 1962). See also, Nims, Unrarr ComMPETITION AND 
Trapemarks, Vol. 1, p. 627 (4th Ed.). The rationale for 
atfording protection to the first comer regardless of knowl- 
edge or fraudulent intent of the defendant’s subsequent use 
is based upon the right of the public to protection from 
fraud and deceit. Stork Restaurant v. Sahati, supra. And 
in this day of rapid transportation and substantial travel 
between states the soundness of such a rationale which 
affords a plaintiff protection of its mark regardless of 
knowledge of others and subsequent adoption of marks is 
obvious. Cf, Quality Courts United v. Quality Courts, 140 
F. Supp. 341, 349 (AE.D. Pa. 1956). 

The district court did not consider this California statute 
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or common law and offered no opmion with respect to plam- 
tiff’s allegations in its Complaint of right to relief under 
California law. 

The appleation of California law to the present case is 
clear and unequivoeal. Under Cal. Bus. & Prof. Code § 14270, 
knowledge of prior adoption of the mark by another is 
irrelevant in determining ownership rights. Consequently, 
the plamtiff as first user is the owner of ‘‘Misrer Donvt’’ 
and ‘‘Mr, Donut’. Nor ean there be any serious doubts 
that the contemporaneous use of the plaintiff's and defend- 
ants’ trademarks are likely to cause confusion sinee their 
bnsinesses are identieal, and since plaintiff is aetively de- 
veloping its business not ouly m the State of California, 
bat within Los Angeles and Orange County. And under 
California law such likelihood of confusion is enough to 
establish liability. Stork Restaurant v. Sahati, supra; 
Brovks Bros. v. Brooks Clothing of Califormia, 60 F. Supp. 
442 (S.D. Cal. 1945). Thus, the appropriation by defend- 
ants of plaintiff’s marks is aetionable. Cal. Bus. & Prof. 
Code § 14208. Cf. Evans v. Shockley, 58 Cal. App. 427 (D.C. 
1922). 

Cal. Bus. & Prof. Code € 14200ff was repealed and re- 
placed by a revised code during the 1967 regular session 
of the California Legislature. (Senate Bill No. 864.) This 
revised Act repealed old Seetion 14270, but 14210 of the 
new Act provides that ‘‘Nothing in this chapter shall ad- 
versely affeet the rights or the enforeement of rights m 
marks acquired in good faith at any time at eomnon law,”’ 
aud new Seetion 14212 provides, ‘‘This ehapter shall not 
affeet any suit, proeeeding or appeal pending on the effee- 
tive date of this ehapter.’* Since the new Aet beeame effee- 
five durmg the pendeney of this appeal, it 1s clear from 
the foregoing quotations that the old Act is still appheable 
to these proceedings. 
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CauiFornia Law Rerqvires Tuat Derenpants’ UsE oF a 
Conrusincuy Simiuar Trape NAME TO THat oF THE PuLain- 
TIFF Be ENJornep iN Orpver To Protect THE PuBLic. 


The defendants incorporated under the uname Mr. Doxut, 
Ine. after this smit had ecommeneed and have otherwise 
expanded their nse of Mr. Don-r as a trade name. 
Since the law of unfair competition with respect to trade 
names is broader than the common law or statute law of 
trademarks, relief is even more demanding in respect to 
defendants’ unauthorized tradename use of Mr. Donvt. 
amiaps v. The Cowernoy @ Co., 19 F. 2d 971 (Sth Cir. 
1935). Sinee Cal. Bus. & Prof. Code § 14270 provides plain- 
tiff’s first use outside of California establishes it as senior 
user of the marks Mr. Donvr and Mister Dont, the issue 
of defendants’ innocence or lack of fraudulent intent in 
adopting its name is irrelevant. Cf. Visser v. Macres, 214 
Cole App. 2d 249 (1963); Hoover v. Groger, 12 Cal. App. 2d 
417 (1936). The issue to be determined even when consider- 
ing operations i remote parts of Califorma is simply 
whether the public will be deceived by coutinued use of a 
name by the latecomer. JfacSweeney Enterprises, Tic. v. 
Tarantino, 235 Cal. App. 2d 549 (1965). As a consequence 
defendants’ unanthorized tradename use of Mr. Donut 
should also be enjoined as reqnested in the complaint. 
(R. 10, 11, 207, 208) 


Tre District Court Errep IN SuGGESTING THAT FatRway 
Foops, Ixc. v. Fatrway Markets, Iyc. Micur AvtTHorizE 
THE KyNJoINING OF PLAINTIFF FROM Hixpansion or Its Use 
or Mr. Donut 1x SourHERN CauirorNia AND FurRTHER Kmrep 
In Not Givine Punt Weicut to tHE INCONTESTABLE NATURE 
oF Puaintirr’s Recistration Nos. 683,370 anv 668,784. 


The defendants urged in their brief and the eonrt ap- 
parently conenrred that the defendauts might by virtue of 


56 


their use of Mr. Doxvt in Southern California have some 
future right to enjoin plaintiff’s use of Misrer Donut in 
Southern California. In reaehing this Conelusion of Law 6 
(R. 583) the court cited Fairway Foods, Inc. v. Fairway 
Workers, Ive., 227 F.2d 193 (9th Cir. 1955), andiaypparonin 
either disregarded or did not fully understand the nature 
and rights afforded a registration which beeomes ineontest- 
able under the provisions of the Lanham Act, §15 (15 
U.S.C, 10631). 

In Tillamook Country Creamery Association vy. Tilla- 
mook Cheese and Dairy Association, 345 F.2d 158 (9th 
Cir. 1965) this court held the incontestable features of the 
Lanham Aet were purely defensive and not offensive. We 
need not consider here the apparent split developing in the 
various eireuits with respeet to whether the incontestable 
feature of a registration has some offensive features. Cf. 
John R. Thompson Co, v. Holloway, supra; Nielsen v. 
clmerican Ol Co., 203 F. Supp. 475 (D. Utah 1962). Rather 
we are concerned with plaintiff's defensive right under its 
incontestable registration to trade freely and establish 
shops and franchises anywhere in the United States, inchuid- 
ing if it so desires, anywhere in Orange County. The Lan- 


ham Act § 15, states simply that plattiff’s ‘‘mght ... to 
x 3 . dS 
use...’ its “. .. registered mark in commeree ... shall 


y 


be ineontestable.’’? under eertain conditions, of which only 
one is relevant to this ease. That condition is that plain- 
tiff’s mark must not infringe “...a vahd right aequired 
under the law of any State or Territory by use of a mark 
or trade name continuing from a date prior to the date of 
publication mider this Act of such registered mark . . 
Since the defendants did not use their mark until December 
3, 1957 about three weeks after publication of Registration 
668,784 (lx. 3), on November 12, 1957, defendants do not 
come within this sole coudition and therefore have no right 


ue 


JU 


ae | 


to assert any affirmative elaims under section 15. Under 
these elreumstances, and if the ineontestable feature of 
the Lanham .Aet is to have any meaning, the defensive 
nature of this Aet should at the very least assure the owner 
of an ineontestable registration that it may use its mark 
when and as it pleases. It would be hard to imagine that. 
Congress in stating that an incontestable ‘... registration 
shall be conelusive evidence of the registrant's exclusive 
right to use the registered mark in commeree ...’? (15 
U.S.C. 1115(b)) meant anvthing less. 


CONCLUSION 


For the foregoing reasons reversal of the distriet court’s 
judgment is soheited. 


Dated: January 8, 1968. 
Of Counsel: 
Cuarites HiEKEN 
Respectfully submitted, 
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By Davin WoLr 


Leonarp H. Munroe 
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APPENDIX UA 


Exhibits 

Tn 
Plaintiff's Exhibits Identified Evidence 
No. 1 — Certifieate of incorporation 37 
No. 2 — Registration No. 683,370 37 
No. 3 — Registration No. 668,784 AS 
No. 4— Registration No. 427,509 38 
No. 4A — Certificate of renewal 39 
No. 5 — Ragsdale assignment record 40 
No. 6 — File wrapper, Registration No. 698,978 218 
No. 7 — Appin. Serial No, 693,602 40 
No. 8 — Certified copy of record, Exhibit 1 41 
No. 9 — Certified eony Registration 673,298 42 
No. 10 — List of May 1964 Mister Donut shops 56 
No. 11 — Photograph plaintiff’s Quiney store, day 118 
No. 12 — Photo plaintiff's Qminey store, night 118 
No. 138 — Photo plaintiff's Secauens store style 118 


No. 14 to 17 — Plaintiff's enp, tissue, napkin, straw 129 
No. 18 to 24 — Plaintiff's hags, box and photo of 


coffee ean 127 
No. 25 — Plaintiff’s bulk package label 116 
No. 26 — Plaintiff’s franchisee agreement 97 
No. 27 & 28 — Plaintiff’s Inspection Report & 

coffee inspection report 115 
No. 29 to 40 — Plaintiff’s franchise brochures & ads 89 
No. 41 to 45 — Plaintiff’s advertisements 146 
No. 46 & 47 — Samples of Mister Donut Doventime 116 
No. 48 to 58 — Newspaper ads of plaintiff’s 155 
No. 99 — Ad in New York Times, Nov. 24, 1957 157 
No. 60 to 64 — Newspaper ads & radio commercials 155 
No. 70 — Defendants’ ad in Tue RecisTerR 173 


No, 72 — P. 465, G6 imOringe County, Calit. 
telephone book 173 


a9 


No. 78 — Depositions of C. W. Parker & 

G. Messenger 207 
No. 74 — Parker Deposition Exhibit 1 284 
No. 75 — Parker Deposition Exhibit 2 oy 
No. 76 — Parker Deposition Exhibit 3 292 
No. 77 — Parker Deposition Exhibit 4 307 
No. 78 — Deposition of H. L. Jones 326 
No. 82 — Deposition of Berta Ramos 316 
No. 85 to 88 — D. KX. Jones Deposition, Ex. 1 

thru 4 168 


.89 — D. Kk. Jones Deposition, Ex. 5 & 6 1 
. 95 — Sullivan Deposition Hix. 1 2 
. 94 — Sullivan Deposition Hix. 2 254 
.95 — Sullivan Deposition Ex. 3 2 
. 96 & 97 — Sullivan Deposition Kix. 4 & 5 wu 
. 98 — Plaintiff’s state trademark registrations 53 
. 100 — Label of plaintiff 132 
. 103 — Plaintiff’s Expenses worksheet in Cahf. 67 


ol Ur 
Oo Oo 


No. 104 — Plaintiff’s sample ad in California papers 69 
No. 105 — Hight letters re. prospective franchises 

in Cahif. fal 
No. 106 & 107 — Newspaper ads in 1958 61 
No. 108 — Copy of letter-agreement of plaintiff 74 
No. 110 — List of ad and publicity releases 71 
No. 111 & 112 — Reprints of articles m newspapers 72 


. 113 — Land Lease for Northeast corner Vietoria 


& Chapman, Fullerton, Orange County, Calif. 74 


No. 114A & 114B — Land Leases in Orange County, 
Calif. 74 
No. 115 & 116 — Correspondence and leases in Los 
Angeles Connty & Orange County, Calif. T+ 
No. 117 & 118 — Western Baxer, June 66 & 67 78) 
No. 119 — Letter 7/1356 addressed to Mr. 


Winokur 136 138 


60 


No. 120 — Merit Protective Service report 
11/25/56 

No. 121 — Ad Porrnanp Sunpay Tenecram 
S18 /57 

No. 122 — Billing from Calgon, Ine. 8/19/57 

No. 123 — Ad Newspay dated 10/7/57 

No. 124— Billing from HH. Rothstein Co. 
122 

No. 125 — Billing from Sugarman Brothers 
LEV BOO 

No. 126 — Billing from Boston Lamp Co. 
Ine. 9.3 58 

No. 127 — Letter from George T. Hoyt Co. 
10/13/60 

No. 128 — Telegram 12/3/59 from Nick 
Fiorentino 

No. 129 — 12/459 letter of reply from 
Rifkin & Co. 

No. 130 — Map 

No. 151 — Affidavit 

No. 182 — Letter 

No. 154 — Clerk’s letter 

No. 185 & 186 — Newspapers 


Defendants’ Exhibits 


156 


136 


136 


136 


136 


136 


Evidence 


A — File wrapper & contents, Registration 427,509 410 


B— File Wrapper, Registration 683,370 
C— File Wrapper, Registration 668,784 


a, Photographs Mr. Donut shops, Nos. 1-7 


F — Defendants’ franchise agreement 
G — National Cash Register Invoice (Ex. @, 
aff.) 


I — Defendants’ doughnut box 


Kk — Application for Seller’s Permit — 11/27/57 


Jones 


61 


1. — Defendants’ ad in Orange County Telephone 

Direetory 303 
M— Defendants’ Interrogatories & answers thereto 410 
N — Ragsdale Mr. Donut bag (Ex. A, Ziebell aff.) 231 
Q — Plaintiff’s appln. or registration in Mass. 


Dose Ios 202 
P — Plaintiff’s appln. for registration in Mass. 

Mr. Doxct 202 
Q — Plaintiff’s appln. for registration in Mass. 

DonxvtTIME 202 
T — Deposition 451 
V — Bag 190 
W— Literature 191 


APPENDIX B 


Patent Offiee Trademark Rule of Practice No. 1.12 
(Oct. 1956 Ed.) 

Assignment records open to public inspection. The assign- 
ment reeords, including digests and indexes, are open to 
publie inspection and copies of any instrument recorded 
may be obtained upon payment of the fee therefor. Au 
order for a copy of an assigninent should give the identi- 
fication of the reeord. If identified only by the name of 
the patentee and number of the patent, or in the case of 
a trademark registration by the name of the registrant and 
number of the registration, or by name of the applicant 
and serial number of the appheation, an extra charge will 
be made for the time consumed in making a search for 
sueh assignment. 


